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“At Last A Citizen” 


BEING A CITIZEN CARRIES WITH IT CERTAIN RESPONSIBILITIES 
By CLYDE S. SHUMAKER, President Judge, Fiftieth Judicial District of Pennsylvania 


Address of the Court to Newly Made Citizens of the United States, Butler, Pennsylvania, May 7, 1957 


EWLY MADE CITIZENS:— 
I am proud to address each of you as a citizen of the 
United States of America. You are “At last a citizen.” 

This is, indeed, a happy experience and day for me as Presi- 
dent Judge of this county to preside over this session of the 
Court in which you are granted your American citizenship. 

| was glad to see you standing with upraised hand and to 
hear you take your oath of allegiance to this our nation, 
renouncing all fealty to the country in which you were born 
and from whence you came. 

But I am fully aware that this day is far more meaningful 
and significant to you as you exclaim “At /as¢ a citizen.” Your 
long standing wishes and your dreams of many a day and 
many a night have this hour been fully realized and have all 
come true. 

| know that you are filled with pride and throb with joy 
and excitement as you realize that you are “At last a citizen.” 

Your reasons for coming to America are as many, no doubr, 
as there are members in this class. 

Some of you were doubtless attracted to these shores by 
glowing accounts in letters sent you by friends and relatives 
already established here. 

You may have been persuaded to set sail or fly to the 
States” by one wearing the uniform of this country and who 
made favorable impression upon you in your former country. 

Undoubtedly, you learned, somehow from some source, 
that here was a land of opportunity, a land of freedom, a good 
place where your children may be given possibilities that you 
were never afforded. The advantages of education may have 
been suggested as a sales-point for the United States. 

You may have come here to escape—escape from a type of 
government where your life was not your own. Perhaps you 


lived in fear or with sad and horrible memories of aggression, 
Oppression, starvation and hardship. 

Whatever was your motive for coming here, it matters not. 
Nor are we concerned with the place of your birth or the 
country you heretofore claimed as yours. 

We are not interested in your worldly assets and do not 
propose to seize them as property of the state. 

We now welcome you as full-fledged Americans—welcome 
you to enjoy with us a nation without “iron curtain,” a country 
in which you may enjoy freedom of speech and opportunity to 
suggest and even criticize, without fear of arrest or prosecu- 
tion. 

Here you may worship God as you know Him according 
to the dictates of your own conscience and in the faith of your 
fathers, as did our founding forefathers—without fear of im- 
prisonment. 

Here we have, foster and encourage free enterprise. No 
place else in the world can a poor individual, as countless 
thousands have done here, start a small business and see it 
grow and develop into a great industry or commercial enter- 
prise. No place elsewhere can one of humble birth have the 
possibilities and opportunities of rising to such heights. Abra- 
ham Lincoln's log cabin birth, lack of formal education, want 
of social and economic background influence, his belief that 
ours is “a government of the people, by the people and for the 
people” and his rise to the Presidency of this Republic, his 
fight against slavery, and his immortality in the hearts of all 
Americans are known throughout the world and to you, I am 
sure. 

Here in America it matters not who you were or what were 
your antecedents. We are concerned only with what you are 
and what will be your service or contribution. 
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GEORGE MEANY 


“At last a citizen” and as such you may now have a dog, 
own a gun, obtain a fishing and hunting license and vote. 
You are now one of us, with all of our rights, privileges and 
immunities. 

Heretofore, you have been known as a foreigner—a name 
actually meaning that you were of a foreign country—but a 
mame you resented because of the way it has been misused 
to indicate “not welcome” or “unable to speak well” our pre- 
vailing language. From this day on the name foreigner does 
not apply to you. 

You are as a child by adoption. The law has made you a 
legal heir as effectively as though by natural birth. 

As a citizen you are entitled to all we can provide in the 
way of protection, at home or abroad. 

But being a citizen carries with it certain responsibilities, 
some of which I now call to your attention. 

You have pledged allegiance to this country, and by doing 
so you are required to protect and defend it and may be called 
upon, in case of national emergency to bear arms and to serve 
in one of our fine branches of Military Service. Like those 
born here you may, but God forbid, be required to lay down 
your life that our democracy and way of life may continue, 
and that our land may not be invaded or destroyed by aggres- 
sive nations, classified as our enemies. 

Your citizenship entitles you to become a registered voter 
and I call upon you to make inquiry concerning and inquire 
about our political parties, choose one, register to vote, and at 
election time learn what you can about the candidates for 
public office and issues being submitted to the voters and make 
your choice and selection by entering your voting booth and 
casting your ballot, thereby taking part in governing your- 
selves. 

As a Citizen we expect you to join in all worthy causes and 
enterprises for public betterment and improvement. 

Your American citizenship automatically and without more 
ado makes you a citizen of our great Commonwealth of Penn- 
sylvania, a citizen of Butler County, and a citizen of the City, 
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Borough or Township in which you reside. Use therefore 
every effort to help us make and keep our community a better 
place in which to live. 

Unfortunately indeed, we have in this country those who do 
not deserve to be here. Would we could deport all of them. | 
refer to visitors in Our country whose motives for being here 
are not good. Those who are gathering information concern- 
ing us for foreign powers that our national defense may there- 
by be weakened. 

Unfortunately also, we have among us .nany native born 
citizens who are not loyal to our government, whose philoso- 
phies of government are Un-American and whose activities are 
subversive. I charge you to do everything possible to instill in 
the hearts of those with whom you come in contact, the joy 
and satisfaction you have found in becoming an American 
citizen. You are in good position to teach appreciation of 
liberty and freedom to those who have grown to take our 
great government for granted and have allowed restless dis- 
content to divert their thinking from a patriotic course. 

You will find here in some small sections, social and 
economic unrest and you can well quiet the waters by making 
known your reasons for becoming a citizen. 

By your oath, you have renounced allegiance to your native 
land. Let me assure you that this does not mean that you 
cannot keep and retain your love and affection for your rela 
tives and friends you left behind. You may retain your pride 
in your national background, but you owe no further allegiance 
to your former country. That allegiance is now due and owing 
to the United States of America. 

Finally, I call your attention to this great flag and our 
national anthem. May you ever and always respect this flag, 
support and defend it and the nation it represents, and may 
you join with us in singing proudly our patriotic song, as 
true and great citizens. 

May God richly bless you and “at last a citizen” may you 
find all the joy, success and happiness which you desire in 
these United States. 


ANSWER TO KHRUSHCHEV 
By GEORGE MEANY, President AFL-CIO 


Delivered over the ABC Radio Network, Washington, D. C., June 11, 1957 


ECENTLY, Nikita Khrushchev, the Soviet Communist 

Party boss, appeared on an American television pro- 

gram. He skillfully used this occasion to promote the 

interests of Soviet imperialism and the aims of the world-wide 

Communist movement. He performed amiably and adroitly in 

combining persuasion, boasts and outright lies to advance the 
current Soviet “peace offensive.” 

Khrushchev painted a glowing picture of Soviet economy, 
especially agriculture. He did not say a word about the low 
standards of life, the intense exploitation of labor, the denial 
of all democratic rights, and forced labor which plague the 
Soviet peoples. He was completely silent about the discontent 
among the peoples behind the Iron Curtain, as evidenced by 
student unrest, criticism voiced by writers, and the continued 
forced transfer of many thousands from their homes and jobs 
within the USSR. 

Khrushchev declared that there had been and would be, no 
other party in the Soviet Union than the Communist Party 
which, he stated, “reflects the desires and wishes of the people 


so much.” This Khrushchev boast reminds one of the boast 
by Hitler that the Nazi Party regime would last for at least 
a thousand years in Germany. Actually, the Soviet people 
have been denied the chance to express through free elections 
their real desires and wishes. The last time the Russian people 
had an election, which was at all free, was more than 39 years 
ago. 

In his television performance, Khrushchev admitted that the 
Kremlin was jamming the Voice of America broadcasts to the 
Soviet Union. He admitted that his government was denying 
the Soviet peoples the right to listen to America. He tried to 
explain it away, Or excuse it, by saying that Russia “is a very 
musical country.” He went on to say that whether the Voice 
of America is jammed or not, therefore, depends on whether 
“jt is a good voice” or “it’s a voice which cuts on the ear.” 
And, of course, it is Khrushchev and his ruling clique who de- 
cide what is a good voice and what is not a good voice for the 
Russian people to hear. 

Khrushchev went even further when he said: “If the Voice 
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of America does really become the Voice of America . . . it 
will not be jammed in our country.” How nice of Mr. 
Khrushchev, he not only insists on deciding what the Soviet 
peoples shall hear or not hear. He also insists on determining 
what is and what should be the real voice of the American 
people and what shall be their national policies. To Khru- 
shchev, a real Voice of America would be the voice of an 
America dominated by a Communist puppet government con- 
trolled and manipulated by Moscow 

Such are the Communist blessings that Khrushchev would 
extend to the other nations, including the American people. 
In this spirit, he boldly announced that the grandchildren of 
present-day Americans will live under what he calls “social- 
ism”—that is, Communist totalitarianism. He expressed the 
belief that Communism would eventually triumph “because 
it is a younger system, the most healthy system”. Mr. Khrush- 
chev forgot that the young system of Fascism had to yield 
to the much “older” system of democracy. Actually, the 
“young” system of Communism is the oldest existing system— 
namely, slavery. In regard to Khrushchev's claim that Com- 
munism is the “most healthy” system, that might be so for 
the bosses who profit from it—but that is certainly not true 
for the millions of people who have perished under it or 
who are now being exploited and oppressed by it. 

Khrushchev's grandfather tale was told in order to hide 
the Communist tyranny of today by talking about the grand- 
children who are to live under some so-called benign socialism 
in the future. 

i submit, the Soviet rulers are notoriously poor prophets. 
Foreseeing the victory of Hitler, the Soviets relied on him 
and signed the Nazi-Soviet Pact which was the signal for 
World War Il. After World Il, Khrushchev joined other 
Kremlin leaders in prophesying that American economy would 
collapse. In the nearly forty years of their dictatorship, they 
have continually, but falsely, predicted and promised better 
conditions of life and labor for the Soviet people. 

These grandfather tales and all their silly prophecies should 
not fool anyone. And, judging by the way the youth behind 
the Iron Curtain has been reacting, there is increasing reason 
to believe that the Soviet parents and their grandchildren 
will likewise take Khrushchev's bragging with a very big 
grain of salt. 

Khrushchev hastened to assure us that Communism in 
America will be the result of an ideological struggle between 
capitalism and “socialism” and not through a war. We were 
told that Moscow does not want to impose Communism on 
anyone. Clearly, the Soviet dictator has only contempt for 
our memory. Less than eighteen months ago, at the Twentieth 
Soviet Communist Congress, Khrushchev himself scornfully 
rejected the idea that Communism could be achieved without 
a revolution. He then branded the idea of a peaceful transition 
to “socialism” as “reformism” and a betrayal of Leninist doc- 
trine. In the Soviet Domain, this is treason and punishable 
by death. 

Shrewdly attempting to exploit the abhorrence of war 
by the American people, Khrushchev posed as a man deeply 
devoted to the cause of peace. While accusing the United 
States of planning a war against the USSR, he made himself 
the advocate of the “people of the world” who “want peace 
and want a normal life”. But all the world knows that it is 
aggressionist Soviet imperialism which has prevented man- 
kind from enjoying peace and leading a normal life. 

Khrushchev could not hide the ugly truth that the Kremlin 
is interested in peace, omly to the extent that it advances 
Moscow's policies at home and abroad. He stated frankly 
that under cover of its “peace” program and propaganda, the 
Soviet government seeks the lifting of all Western trade 
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restrictions and the resumption of so-called cultural exchange 
programs. His plea for cultural exchanges is dishonest. At 
the Conference of the Big Four Foreign Ministers in Novem- 
ber 1955, America, Britain and France proposed a seventeen 
point program for breaking down the barriers between the 
people under Communist domination and the free world. 
Molotov then denounced this program as a blueprint for 
espionage. Later on, President Eisenhower again offered this 
program to the Kremlin rulers and was once more turned 
down. 

Moscow is interested in trade agreements in order to obtain 
from the highly industrialized countries badly needed goods. 
Moscow wants “cultural exchanges” in order to acquire the 
scientific and technical “know-how” of the “capitalist” coun- 
tries which it despises and seeks to destroy. Khrushchev 
realizes the vital contributions which the Western World 
can make and has already made to the upbuilding of the 
Soviet economic system. Moscow wants the free world, 
through trade, credits and availability of its superior tech- 
nique—to help bail the Communist rulers out of the difficul- 
ties into which the follies of Communist economy and 
intense militarization have led them. 

Khrushchev'’s entire cultural exchange program is com- 
pletely one-sided. America would derive no benefits from 
such contacts. These would mot be contacts with the Russian 
people but only with individuals hand-picked by the Kremlin 
and its police system. Khrushchev made that perfectly clear 
when he hedged even in regard to unconditional abolition of 
the existing travel restrictions for United States diplomats 
in Russia. 

The current Soviet “co-existence” campaign is particularly 
designed to serve the expansionist aims of Soviet imperialism. 
What “co-existence” means to the present Kremlin rulers 
was demonstrated with painful clarity last November in 
Hungary. The Hungarian people and their democratic gov- 
ernment offered to live in peace with Russia. They offered 
friendship to and trade and cultural relations with the Soviet 
government, with all neighbors of Hungary and all the 
nations of the world. What was the answer of the Kremlin 
to this Hungarian plea for co-existence? It rushed hundreds 
of thousands of troops and thousands of tanks and jets into 
Hungary to crush and kill defenseless men, women and 
children. And what was the crime of this brave people? 
All they sought was national independence and democracy 
and the right to co-exist peacefully alongside of Soviet Russia 
and other countries. 

In recent years, Soviet expansion has been blocked through 
the collective defense system of the West and through 
American superiority in the thermo-nuclear field. The primary 
purpose of Soviet foreign policy is to destroy these safeguards 
of world peace. This is the motivating force for the so-called 
positive participation by Moscow in the current London 
disarmament talks. Khrushchev stressed the advantages of 
disarmament from his domestic point of view. He even 
dangled, before an American public yearning for a tax cut, 
the possibility of reducing the armament burden. 

But, in repeating the Soviet position for banning atomic 
and hydrogen weapons and further test explosions, he made 
sure not to commit himself to a comprehensive system of 
international control of disarmament measures. He even 
belittled the proposals for announcing and registering all 
future nuclear tests. Certainly, he knows better than to believe 
that there can be any guarantee that a disarmament agree- 
ment will be carried out unless its enforcement is assured 
through the establishment of a foolproof system of inter- 
national inspection and control. 

The Communist boss also tried to give the impression that 
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EZEQUIEL PADILLA 


only the Soviet Union had taken constructive measures in 
the disarmament field. He cited the reduction of Soviet 
armed forces by 1,800,000—but he refused to cast any light 
on the well-kept secret—the present military strength of 
the Red Army. He pretended not to have the exact figures 
at hand! But, even after this Kremlin-reported decrease of 
its armed forces—the truth of which no outsider has even 
been permitted to check—Soviet Russia still has the strongest 
military machine in the world. Nor did Khrushchev mention 
that this was the first decrease reported by the USSR since 
1945. In contrast, the democratic powers had carried out 
almost total demobilization after the war. The Free World 
started to rearm only after it was forced to do so in the 
face of continued Soviet military aggression, especially in 
the Korean War. 

The most sensational part of the Khrushchev interview 
was his offer to pull back Soviet troops from Eastern Ger- 
many and the satellites in exchange for a withdrawal of 
American armed forces from Europe. In making this proposal, 
Khrushchev was fully aware of the fact that the American 
troops in Europe are the backbone of NATO and that their 
return to the United States would mean the breakup of the 
Western collective defense system. When one of his Ameri- 
can interviewers argued that this proposal would mean an 
American withdrawal over a distance of more than 3,000 
miles in the face of a Russian pull back of only two hours 
away, he dismissed that argument by resorting to a rather 
shoddy trick. He compared the distance between New York 
and Western Europe with the distance between Vladivostok 
and Eastern Europe. He then concluded that “the distances 
are about the same”. But the decisive point is not which is 
the farthest but what is the nearest distance between the 
United States and Western Europe and between Russia and 
Western Europe. 

In spite of the obvious dangers involved, some people in 
Germany and in the satellites, being very anxious to get 
rid of Russian military occupation, might have some illusions 
about the Khrushchev proposal. When the American cor- 
respondents drew Khrushchev's attention to the possibility 
that the withdrawal of Soviet troops from Eastern Europe 
might mean the end of Communist rule in the satellites, he 
haughtily denied it. He waxed demagogic to the point of 
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asserting that even the Kadar regime could continue to exist 
in Hungary without the presence of the Red Army. He boldly 
exclaimed: “Let's have a test”. 

But Hungary has already furnished just such a test. In 
October, 1956, the Hurgarian people revolted not only 
against Soviet domination, but against their own Communist 
bosses. For this, they were crushed by Soviet might. After 
what happened in Hungary last fall, however, there can no 
longer be any illusions about the iron determination of the 
Kremlin to maintain its stranglehold of the captive nations 
Khrushchev's proposal for a mutual troop withdrawal was 
not made to bring about the liberation of the enslaved people 
It was made solely for the purpose of propagandizing and 
promoting the withdrawal of America’s armed forces from 
European soil. Such a withdrawal could only make final the 
enslavement of the captive peoples. In order to thwart this 
dangerous Soviet maneuver, the West should demand that 
Moscow should, at least, implement the Yalta accord on free 
elections in the satellites and should accept German reuni- 
fication in freedom. 

In his appearance, Khrushchev used the word “peace” 
rather freely and loosely. However, he did not speak of 
freedom in his entire television performance. Yet, we know 
that, without freedom, there can be no real world peace today. 
The history of the turbulent post-war period, with its massive 
Soviet aggression and annexations, confirms the validity of 
this axiom. That is why the free world must stress and 
strengthen the link between peace and freedom—especially 
in view of the renewed hypocritical Soviet “peace” offensive. 

The American people know what Communism has done 
to the Russian people. We know the plight of the captive 
peoples in Europe and the Chinese mainland. We should 
never forget what Khrushchev, after he succeeded Stalin, 
did to the freedom-loving Hungarian people. None of us 
should have any doubts of what Moscow is up to in its newest 
campaign for so-called peaceful co-existence. For the sake 
of our children and their children who come after us, we 
should always be fully conscious of the basic objective of 
Communism for complete world domination. And then let 
us always remember—that this basic objective can be attained 
only by the complete destruction of our free American 
way of life. 


@ e 
The Union of America 
A COMMON ECONOMIC SYSTEM FOR THE ENTIRE HEMISPHERE 
By EZEQUIEL PADILLA, former Minister of Foreign Affairs of Mexico 


Delivered at the Conference Banquet of the American Society of Training Directors, Fort Worth, Texas, May 16, 1957 


F THE SPLENDOR of this gathering were an assurance 

of a good speech, I should be able to deliver this evening 

a masterpiece. Nevertheless, my personal impression, 

here before you, is more or less the same as Lord Chamberlain 

must have experienced when, at a banquet in his honor, he 

was approached by the toastmaster who whispered in his ear: 

“Mr. Chamberlain, should we permit the tremendous gayety 

that is taking place in this hall to continue, or should I right 
away announce that you are going to speak?” 

The presence in this room of more than one thousand 
prominent businessmen from the forty-eight States of this 
Country, is the exponent of the constructive power of free 
enterprise; of the magic of private initiative that built this 
nation, not only as the most powerful and highly respected 


on earth but, at the same time, the most luminous beacon of 
human liberties. And it is free enterprise that not only helps 
to develop economic power but also forges a world of just 
wages, of public works and institutions that complement 
those wages: libraries, parks, hospitals, schools, universities 
and, what is worth more, the basis of social security. In the 
course of history, man has not been able to invent another 
system like modern liberalism, which has been able to attain 
economic justice and, at the same time, the enjoyment of 
human liberties. These realizations, of which this great 
country is a model and an example, constitute the ideology of 
democracies, which belongs not only to the United Srates but, 
as an irrefutable inspiration, to all of owr America. 

In these dramatic hours of mankind, this ideology has 
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converted the American Continent into the spirit and strength 
of a free world. 

Every time we look again at the old world, we discover 
the spectacle of hatred, dissension, conspiracies, and anxieties. 
The Far East, under the subversive influence of Red China 
and the ominous neutrality of India; the Middle East, under 
the communist penetration and discord of its peoples; Europe 
itself, creator of the greatest forces of human civilization, — 
not to speak of the vast Soviet Empire with its organized con- 
spiracy to install upon the ruins of all the liberties the gloomy 
system of slavery and terror—, are all zones of confusion; 
their problems constitute the alarm and a grave threat to the 
conquests of man. In exchange, and in vivid contrast, when 
we agein look at our America, we discover, instead of the 
clouds that are descending upon the horizon, the brightness 
of a new day for the destiny of humanity. Here we have 
developed the greatest advances of international justice. The 
great principles that hardly a century ago were rejected by 
the then powerful peoples of the earth, now constitute the 
patrimony of America. Non-intervention, the equality of 
nations, the sovereignty of the people, obligatory arbitration, 
cooperation in peace and in war, are principles that have been 
born, or have been consolidated in the American nations. 
Doctrines converted into international law are perpetuated 
in the names of great patriots and American internationalists: 
the Monroe Doctrine with its multilateral meaning, the Pan- 
Americanism of Bolivar, the Doctrines of Calvo, Gondra, 
Estrada and other illustrious intellectuals, all Americans, have 
made of this Continent, fertile in the sentiments of justice, 
equality and peace, the Continent of fraternity and hope. 

These great advances have culminated in resolutions as 
energetic as our treaties of reciprocal assistance of Rio de 
Janeiro in 1947 and of the preservation of our political in- 
tegrity, which guarantee and safeguard us against warfare 
and against the communist conspiracy. 

But in this extraordinary ascension, new advances have 
become imperative. The frank cordiality of our peoples is 
demanding that the political solidarity we have established 
be extended into an economic solidarity of the entire Con- 
tinent. The union of all our nations against aggression from 
any exterior source has its counterpart in the union of our 
nations against the aggression of misery. It is necessary to 
unite the policy of the Good Neighbor with the policy of the 
Good Partner. The dream of America has been to associate 
indissolubly our peoples against the dangers of war. We 
should also create an objective of our countries for a union 
against the dangers of injustice and poverty. 

Economically, our peoples live in confusion and anarchy. 
This situation is dangerous when confronted by the forces 
which at this time rule the destinies of the world. The world 
is moving towards Continental economies. This is undoubtedly 
a time of transition which in the course of future generations 
shall result in the economic unity of the world. But now the 
Far East, Russia and the very Europe which is anxiously 
seeking its economic unity and in whose efforts England 
itself has broken with its traditional resistance for the uniting 
of the peoples of Western Europe, are all demonstrating to 
us that the economic forces being organized in large areas 
shall compete for the markets of the world. 

It is not a revelation to affirm, as has already been done by 
economists and statesmen that in an economic worldwide 
competition we are faced with the risk that Russia will gain 
through peace what its armed forces could not conquer by 
war: the domination of the whole earth. America, until now, 
has not been able to emerge from anarchy and economic con- 
fusion. It is pertinent to recall these prophetic words of 
Alexander Hamilton in 1781: “Our entire system,” he stated 
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at the time, “unfolds in disorder. Unless we can overcome 
this chaos, we can never become a great and prosperous 
nation.” Now is the time to apply these words to the entire 
Hemisphere. 

One of the greatest motives which disturbs the cordiality 
of our countries is the exchange of our products. Latin Ameri- 
ca produces strategic materials and agricultural products of 
basic world-wide consumption. The United States, in turn, 
is the supplier to Latin America of machinery and industrial 
products needed for its economic development. This inter- 
change takes place under conditions that are adverse to Latin 
America. Briefly it can be explained as follows: The United 
States has had until now the power to set by itself the prices 
of its own products. These prices are fixed in accordance with 
costs, but in these costs the just and fair wages of its workers 
are strongly protected. Latin America on the other hand, does 
not have the power to set its own prices. Until now its prin- 
cipal consumer, and practically only customer, has been the 
United States. Latin Americans fix prices surely also in ac- 
cordance with production costs, but in these costs the wages 
of the Latin American worker lack equitable protection. The 
wage of the American worker in the United States is, without 
a doubt, ten times higher than that of the worker in Latin 
America. This can be explained in accordance with the blind 
forces of economics; but we should not forget the new forces 
which are working throughout the world. In April of last 
year, the Day of the Americas, I had the honor of addressing 
the Pan American Society in New York, when I reiterated 
my constant assertion that in order to ward off the economic 
anarchy prevailing in our Continent, it was necessary that 
the representatives of the twenty-two American nations, in- 
cluding Canada, meet for the purpose of discussing and 
planning a common economic system for the entire Hemi- 
sphere. It was a profound satisfaction for me to note three 
months later the coincidence that took place at the Pan 
American commemoration in Panama, when President Eisen- 
hower proposed a meeting of representatives of the Presidents 
of this Hemisphere to discuss and resolve the great economic 
problems of the American nations. From then on this idea is 
moving forward. The representative of President Eisenhower 
is his own brother, Milton. There are problems of great 
economic significance being discussed: the creation of an 
Inter-American Bank which shall release the energies of the 
common man of our nations, investments for mutual benefit, 
technical cooperation, and economic justice which has been 
the principal theme of this speech. 

Neither the time available nor the known facts allow us 
to observe the results obtained, but one thing is certain and 
that is, that this idea no longer can retrogress. The question 
President Eisenhower presented on June 22, 1956 before the 
meeting of Presidents in Panama, cannot have anything but 
an affirmative reply. That question was: “Can we, the United 
countries of America, now advance to a new phase of as- 
sociation in which we shall dedicate ourselves to the well-being 
of the human individual with the same measure of enthusiasm 
and of effort that we have dedicated to the abstract principles 
of unity and justice?” In this interrogation, there is the 
recognition of the value of man; it is an echo of the assertion 
of Socrates and Jefferson. It is the same declaration con- 
stantly made by President Ruiz Cortines: “Man is the essence 
of the Universe”. The objective of Governments is not a 
monstrous totalitarian abstraction, in the name of which the 
individual is sacrificed and the peoples are enslaved; but the 
living man, the true protagonist of history, the man who 
fights, suffers, dreams and dies! 

The United States is the leader of the world, but this 
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involves the moral imperative of representing not only its 
own national interests, but the interests and aspirations of its 
allies. 

The goals of Soviet conquest have made this clearer than 
ever. The union of America is more urgent than ever. Latin 
America, without the United States, would represent a sheer 
drop from the heights painfully attained. But it is also true 
that the United States, without Latin America, would gravely 
weaken its position, its moral force and the security of its 
destiny. We should not forget, on the other hand, that Ameri- 
ca, strength and spirit of the free world, has a mission to 
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fulfill: that of putting this strength and this spirit to the 
service of the great causes of man in this tragic hour of 
humanity. There should re-echo in our ears, as the voice of 
bleeding humanity, the appeal that the martyred people of 
Hungary directed to the free world in their very recent 
immolation: . 

“Our boat is sinking. The light is fading, and every minute 
the shadows are becoming darker; civilized peoples of the 
World, hear us, and offer us your fraternal hands!” 

An America, strong and united, should know how to reply 
to that call! ! 


The Vision of the Future 


RESPONSIBILITY OF BUSINESS TOWARD THE LIBERAL ARTS EDUCATION 
By RALPH M. BESSE, Executive Vice President, The Cleveland Electric Illuminating Company, Cleveland, Ohio 


Delivered at the Inauguration of Dr. A. B. Bonds, Jr., as President of Baldwin-Wallace College, Berea, Ohio, April 26, 1957 


F MAN DOES NOT exterminate himself in the next 
fifty years—and I do not believe that he will—it is 
highly probable that he will break through every ceiling 

to his hopes, every barrier to his progress, and every horizon 
to his vision. It is probable—but it is not certain. 

It is probable because change, once initiated, tends not 
only to continue but to accelerate. It is not certain, however, 
because the very existence of change tends also to develop 
major control forces which are by virtue of their origin 
-designed to stop, deflect, or even reverse the process of change. 

That we are now in the midst of an epoch of unprecedented 
innovation is clear to all of us. In the first half of this dynamic 
century—which, in terms of our culture, began in 1914— 
there has been more change in man-made institutions, creeds, 
relationships, techniques, and attitudes than occurred cumu- 
latively in the whole of the two millennia since the birth of 
Christ. 

It is the assumption of most analysts that this pace of 
change will not only continue, but accelerate during the next 
half century. But this will be true only if no great fog blurs 
the vision of the future—and it will be good only if change 
continues in a pattern of betterment. 

I say “continues” because above and beyond the din of 
war and the anguish of depression, more good has developed 
in this half century of turmoil than in all previous history, 
with the lonely exceptions of the multi-millennia develop- 
ments of the Hebraic-Christian concepts of holiness and 
humanism, and the Greco-Roman principles of individual 
freedom within effective government. 

It is not within the province of man to predict accurately 
the course of the future. But, Spengler and Butterfield to the 
contrary notwithstanding, it is within his province to influence 
it. Change in the future will be for the betterment of man, 
if man so wills it. If he is to do this effectively, however, he 
must, first, clarify his objectives to determine what he wants 
in the future; he must then identify the probable conditions 
in which he is to work; and, finally, he must decide on plans 
of action. 

Our OBJECTIVES 

What are our objectives? Americans today are unanimously 
agreed on two of them: the maintenance of peace and the 
continued improvement in our material standards of living. 

In theory at least we also endorse the objective of pre- 





serving a maximum of individual self-determination. Without 
quite knowing what we mean, we call this “freedom” and 
without quite knowing what we do, we persistently move in 
the direction of its limitation. 

Finally, we have a widespread desire for more education 
for more people and among a pitifully small but, fortunately, 
effective group we have an objective of still finer cultural 
improvement, based on a desire to establish higher level con- 
cepts of spiritual, moral, and humane relationships among 
men. 

Thus peace, prosperity, freedom, and culture can be identi- 
fied as the generally accepted objectives of our future. 


THE CONDITIONS OF OUR PROGRESS 

What, then, will be the setting in which we struggle to 
preserve or establish these goals? 

In the vast sweep of the future, it is probable that 
developments beyond our present ability to predict will 
substantially affect every objective we have named. But 
even if we accept this limitation, it is still possible to identify 
some basic trends so powerful that even the most violent of 
unknown developments are not apt to stop them. We can 
classify these as “probables” and they form the canvas on 
which a sketch of the future must be drawn. 

What are these major forces now in motion—which have 
a bearing on the attainment of our objectives? We are asked 
to examine them for the balance of this century. At the rate 
of change now being experienced, that is almost too long a 
time to contemplate. (Mark Twain said, “By ‘forever’ I mean 
thirty years.”) Nevertheless, let us look at a few probables 
with respect to our objectives — 


FIRST—THE OBJECTIVE OF PEACE: 

This is first in importance because as Toynbee has said, 
“War has proved to have been the proximate cause of the 
breakdown of every civilization which is known for certain 
to have broken down.” 

We must either achieve peace or we shall achieve nothing 

The onflowing forces now in existence which affect the 
maintenance of peace most are these: 

First, the continued existence of an unresolved ideological 
conflict among the major political organizations of the world 

Within the next 50 years the two great political systems 
of the earth must eliminate this active conflict either by: 

(a) a physical test of strength, 
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(b) a philosophical conversion of one by the other, 

(c) the development of a technique of mutual peaceful 
co-existence, or 

(d) the collapse of one of the systems. 

The second powerful influence on the maintenance of 
peace is the development of automatic area-destroying weap- 
ons of ever greater range, velocity, and target accuracy. Among 
the infinite consequences of this awesome situation are the 
facts, first, that small nations potentially can be as powerful, 
militarily, as large ones for the firse time in history and, 
second, man in organized conflict can completely destroy 
himself. Again, Toynbee has warned that “. . . an improve- 
ment in military technique is usually, if not invariably, the 
symptom of a decline in Civilization.” 

The third changing condition which constitutes a future 
war potential factor is the growing restlessness of the nu- 
merically dominant non-white races of the world. Political 
colonialism is already crumbling, a fact made more significant 
by the decline of international power in Western Europe. 
[his is important but the great upheaval to come will be 
economic. The promise of progress by application of the 
modern industrial wealth-producing processes of the West is 
the new opium of the East. They mean to share. 

And when one nation urgently wants what another nation 
has—only the lack of power to take it has, in the past, 
stopped it from trying to do so. There are several probables 
that will tend to increase this power to take in the next 
generation 

Look at the picture now. Seventy per cent of the people of 
the world live in South America, Africa and Asia, exclusive 
of Russia. Here is a resource and population potential of 
awesome magnitude. Their situation will change dramatically 
in the future. 

To start with, they are in the process now of achieving 
political independence. We ourselves considered this a 
prerequisite to economic growth if I interpret the Boston 
Tea Party correctly. 

In addition, they are yearning for literacy. We are both 
stimulating their yearning and exporting to them the tech- 
nique for its satisfaction. It took us sixty years—from 1840 
to 1900—to make our nation literate. It may take them less 
time. 

Finally they are technology hungry. Russia is demonstrating 
what a nation can do in this field when it bends its will 
toward it. The peoples of Asia, Africa and South America 
will surely copy Russia's techniques. 

When they do, the demand for essential raw materials will 
be indescribably fierce. We now have a little over 6% of 
the earth's population and consume about 50% of its manu- 
factured goods. When the additional billion and a half people 
start queuing up to the goods counter, they wiil quickly 
discover that goods come from raw materials and that they 
have possession of a great many raw materials which the 
progressive minority has been using. The scramble will be 
active 

If technology and literacy make progress in these areas, 
then food production, medicine and longevity will follow 
in their wake and the population densities of the world— 
already at a high pressure point—will reach explosive levels. 

Bur not all anticipated conditions of the future are adverse 
to peace. There are several offsets to the ominous factors. 

One of these is the lusty newborn organism of international 
concert in the disposition of world affairs. The United Nations 
has already made false prophets of its earliest critics by its 
mere survival. It is stronger today than ever before. Its 
greatest tool is communication, and with the processes of 
communication to the world improving every year—its 
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strength may grow even beyond the hope of visionaries. 

The maturing, and the hoped-for maturity, of American 
leadership in world affairs is another bright prospect. We 
could not hope to take the 300-year old mantle of England 
and fit it to our shoulders in ten years. But we can fully 
expect to do so in fifty years. 

Helpful, too, is the multi-million-mind memory of the 
horror of World War Il. This will be a considerable force 
for peace so long as this generation survives. 

And, finally, there may be absolute protection in the 
growing realization that civilization cannot survive another 
all-out war. History's would-be conquerors of the globe have 
always felt when they launched their aggressions that they 
were certain to win. In tomorrow's world they must surely 
know that universal conflict can have no winner. 


SECOND—THE OBJECTIVE OF HIGHER MATERIAL 
STANDARDS OF LIVING 


What, then, of the forces affecting the prospect of sub- 
stantial improvement in our material standards of living? All 
of them currently known, except two or three, point to vast 
increases in productivity. Every decade opens new vistas to 
technology—research is making the impossible commonplace 
—automation continues to lift the burden of work from 
human shoulders, and new sources of power speed the process 
while chemistry and physics help us remake and remold the 
raw bulk of matter into the refined form of consumable goods. 

A continuing shift of our production workers to service 
jobs is in prospect. Already service workers outnumber those 
in manufactures, mining, farming, and construction. Service 
workers do not contribute directly to increased goods and 
their activity is difficult to mechanize. Nevertheless, automa- 
tion and its allied miracles should continue our steady increase 
in output of goods per manhour—not only for us but in 
rapidly expanding areas in the rest of the world. 

The greatest challenge to production may be government 
if its control and regulation continue to impose increasing 
costs and decreasing incentives. A serious challenge could 
be unions if they continue their gains in power and assert 
them to restrict unduly both hours and methods of production. 
A fatal interference could arise from inflation if the spur is 
applied and the bridle removed. 


THE CONDITIONS AFFECTING FREEDOM 


What happens to us in the areas of p.ace and prosperity 
will unavoidably have a substantial impact on the degree of 
freedom we experience. If we assume peace as a condition of 
existence and accept for the future the economic progress | 
have briefly described, we are still faced with some basic 
problems that underlie our whole scheme of being. 

Some major dilemmas face us because the satisfaction of 
some of our objectives is likely to be achieved by methods 
which imperil our other objectives. 

There are a number of these trouble situations; one of 
them is this: The mores and traditions of our society trace 
back to the times when almost the whole population was 
made up of people who owned their own farms—plied their 
own trade or craft—practiced their own profession—or man- 
aged their own business. Here independence was a complete 
way of life. Before this century is over almost all human 
economic activity will be institutionalized in ome way or 
another. Much of it is now. Individualism is rooted in con- 
cepts of self-determination which conflict basically with the 
conformity that is essential to organizational unity. 

Moreover, although our society in its political aspects is 
founded on democratic concepts, our most powerful institu- 
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tions—the corporation and the military—are and, to be 
effective, must be authoritarian. 

Another dilemma lies in the sheer formula of our economic 
development. An increased standard of living calls for bigger 
and bigger concentrations of economic power—faster and 
faster acceleration of change—fiercer and fiercer competition 
for raw materials. But size reduces the independence and 
relative importance of the individual—change has an adverse 
effect on employees involved in the change and international 
competition shifts economic controls from private hands to 
public hands. These conditions are not conducive to the 
promotion of freedom. 

Government itself presents a problem; perhaps the major 
problem. It will increase in size, importance, and influence 
both absolutely and relatively. This is inevitable when it is 
charged not only with the military protection of the people 
in a universe of armed leviathans but also with increasing 
responsibility for underwriting their welfare and regulating 
the vast power of their expanding institutions. 

But government cannot grow in this fashion without at 
the same time challenging, perhaps beyond protection, the 
concepts of freedom established in the environment of our 
eighteenth century. 


THE FUTURE SETTING FOR CULTURE 


As for culture, the fourth of our objectives, we are moving 
into am era when access to the fine arts and to knowledge 
will be available to virtually all people—but in an atmosphere 
that is leisure-oriented rather than work-oriented—that is 
entertainment-minded rather than production-minded—that 
is institutionally regimented rather than individually respon- 
sible—and that is materially centered rather than spiritually 
concerned. 

We already sense a kind of leveling activity in our ex- 
panding educational coverage. It is a trend that pulls the best 
toward the average. If not corrected it will result in a sacrifice 
of that precious minority of talent which has provided all 
the innovation of progress man has ever known. Paren- 
thetically, we should note that we are not apt to lose innova- 
tion in technology. There our material interests will produce 
the incentives needed to develop new things. It will be done 
mostly by group research. 

But innovation is equally needed in all other areas of 
human activity, if advancement of the race is to be achieved, 
and the financial backing of industrial research laboratories 
is not available in these fields to insure its creation. 


As for the moral and spiritual phases of our future culture, 
one need not be a strict follower of Calvin to have some 
qualms about the effect on a whole people of increasing 
abundance and declining discipline. 

Our cultural sense of values has been sharply measured in 
recent years by the declining importance, relatively, of liberal 
arts in higher education—by our failure to provide decent 
compensation for teachers—by our sharply increasing crime 
and delinquency rates, mental illness rates, divorce rates and 
alcoholism—and by our softening standards in public schools. 
Our present generation of Americans has produced no great 
composer of music, no great master of art outside the field 
of architecture, and no great poet. This highly selective 
audience here today would be hard-pressed to name a single 
comtemporary secular philosopher whose name would be 
known to 1% of the adult American public. 

This, then, is the assumed setting of the next forty years 
in which we are to inquire of the responsibility of business 
and industry toward liberal arts education. 
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BUSINESS'S RESPONSIBILITY TOWARD LIBERAL ARTS 
EDUCATION 

If these anticipations of the future are at all close, a 
number of things are apparent that compulsively suggest a 
major business responsibility to liberal arts education. 

And the first one is this: the core of our future challenges 
is not technology—it is human leadership. The incentives 
of our economy will insure our scientific advancement. But 
scientific advancement will not insure a solution of our most 
critical problems. 

War will not be solved by better weapons. We can destroy 
the world now in a few hours. War must be solved by better 
leadership, better relationships, better communications, better 
understanding. These are liberal arts skills. 

Government control of our lives will not be avoided by 
any development in technology. If it is avoided at all, it will 
be avoided by the leadership of supercharged people who 
understand history and sociology and economics and couple 
their understanding with personal power to persuade masses 
of people to their own points of view. These are liberal arts 
skills. 

Freedom is not a production concept. It cannot be preserved 
by any amount of technology. A robot that makes a robot 
cannot make freedom. Freedom's survival depends on action 
in a thousand areas of human activity—by people who under- 
stand its origins and its pitfalls, and know what to do about 
them. These are liberal arts skills. 

Culture will never be produced by automation. It is a con- 
cept of human values—not material values. It is a thing of 
the spirit wedded to moral conduct and principles of human 
intercourse substantially unrelated to production of goods. 
It is a consequence of intelligent application of liberal arts. 

These are the problems of the future—not the number of 
scientists Russia is producing—not the quickest method of 
automating business—not the number of hours we will work 
per week in 1980. 

And these are the problems of business if we believe that 
the preservation of business as we know it is important. 
Liberal arts education, then, becomes a prime concern of 
every businessman of vision. 

A second compelling element of major business responsi- 
bility toward liberal arts education which arises from our 
anticipations of the future is this: the breadth, complexity, 
degree of difficulty and scope of opportunity for the top 
business jobs of tomorrow is of such vast proportions that 
a liberal arts training will be indispensable for a business 
leader. This will be even more true if he rises to his position 
of leadership by a demonstration of unusual technical com- 
petence. 

The importance of future business jobs is almost frighten- 
ing. For example, The Cleveland Electric Illuminating Com- 
pany, which is my employer, currently has assets of almost 
500 million dollars. If we grow as we expect to during the 
next fifty years, we will have, with only a slight adjustment 
for inflation, around seven billion dollars of assets. By this 
measure we will be 14 times as big as we are today. We can 
still have only one president. Each customer will want 
service many times that of today’s customer. Great as our 
responsibilities are today—they will be infinitely greater then. 
Department heads of tomorrow will be responsible for assets 
that equal the total enterprise of yesterday. 

What is true of us will be true of many. No ordinary 
man with ordinary training will be acceptable in business 
leadership jobs when that day arrives. The best-brained, best- 
trained people available will have to be recruited. 

And the training will have to start in the schools. Business 
even today has given up making presidents of office boys. 
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Tomorrow a bare baccalaureate will not be enough. The job 
requirements will call for advanced college training, including 
both the discipline of a special competence and the broaden- 
ing influence of liberal arts. 

Time does not permit expansion of the concept that a 
special competence is vital in our way of life—no inference 
should be drawn, however, that technical competence is not 
important. It is more than important. It is indispensable. But 
so are the liberal arts and this fact is less generally understood. 

Liberal arts will be essential to give the prospective business 
leader some comprehension of man’s relations to man—his 
psychology—his origins—his understanding—his motivation. 

They will be needed, too, to give him training in the skill 
of judgment-modified thinking in those areas where the 
human element is a part of the equation, and the data can’t 
be programmed on an electronic calculator. They will be 
needed above all to make him effective in the arts of com- 
munication, persuasion, organization, and coordination. 

It is true, of course, that for almost any person, these 
liberal arts skills will be strongly buttressed by a good techni- 
cal training and experience in its application. But the balanced 
leader of the future will no longer be able to spring from 
technical competence alone to the effective administration of 
a business leader's job. 

A third application of liberal arts training to the top 
business jobs of the future lies in the opportunity of tomor- 
row'’s businessmen to become the dominant community and 
welfare leadership group of the era. Perhaps the word should 
be “requirement” rather than “opportunity.” 

Businessmen up until now have stuck pretty close to the 
task of producing more goods of better quality at a lower 
price. They have done the job so well that the standard of 
living of today's working man is better than that of yesterday's 
executive. 

Unfortunately, in producing this extraordinary result they 
stayed so close to their jobs that they lost sight of what was 
going on around them in the labor movement and in our 
political and economic revolution. As a result, the tight 
body-hold which business had on its own assets and affairs 
thirty years ago has become a slipping-hand hold today. 
Obviously, triple “A” achievement in production is not 
enough to give business the political, economic and social 
support it needs to preserve its own existence. It needs to 
take the kind of extracurricular leadership that will establish 
in the minds of the nation a confidence in the motives, 
objectives, policies, and practices of business. It needs to 
demonstrate competence in areas of social responsibility. It 
needs to convince employees that it has their interests at 
heart as well as those of the shareowners. It needs to develop 
the widespread belief, in the communities where it operates, 
that the over-all business operation is conducted within well- 
established standards of ethics. 

In short, business must achieve a kind of trusteeship for 
the society in which it exists that is commensurate with the 
great and growing power it possesses. 

To do this businessmen of the future must not only under- 
stand human values—they must believe in their own ability 
to establish them in a manner consistent with the continuation 
of a private, competitive, incentive-motivated economy. The 
great fundamental strands of a liberal arts education are 
interwoven with every thread of this fabric. And the time for 
business to recognize this fact to its greatest advantage is now. 


WHAT SHOULD BUSINESS Do Now ABOUT THE LIBERAL 
ARTS RESPONSIBILITY? 
This brings us to the action stage. What should business 
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do to fulfill its responsibility toward liberal arts education in 
the future? 

Since the responsibilities all fall within the areas of 
leadership selection and leadership training, that is where 
attention must be focused. There are several problems business 
ought to be working on both now and far into the future if 
it hopes to master the problems that loom ahead. The most 
important ones are these: 

The first requirement is to take steps to induce more of 
our well-qualified high school graduates to go to college. At 
the present time, only 60% of the high school students who 
were scholastically in the top quarter of their classes are in 
college. The need for leadership of better qualified people 
is so great in the future that we cannot in any circumstances 
afford to lose so large a percentage of our higher potential 
people. The answers probably lie in more scholarship funds 
and in bringing college facilities closer to the people. 

For the students that are already in college we need at 
least three things: 

First, those people who are planning a technical career 
ought to have more liberal arts training, especially if they 
are in the upper half of their class, scholastically. Business 
can influence this by its recruiting standards. 

Second, people who are studying liberal arts should not 
dilute them by over-specialization. A great deal of what is 
currently called liberal arts training is merely specialized 
pre-technical study. Again, business can influence this in 
its recruiting standards. 

Third, the unusually bright students should be provided 
financial aid to permit them to take more advanced studies. 
This financial aid should not be merely in the form of 
scholarships, but also in the form of substantially higher 
initial compensation when they are employed by industry. 
Fellowships today, which would enable brilliant students 
to obtain doctor's degrees, go begging because we have 
inadequately evaluated the contribution of higher educa- 
tional training to society. 

Another thing needed is for industry to loosen up its job 
requirements to permit liberal arts graduates to start to work 
even though they are not specifically trained for a special 
job. If they are good people, they can be trained on the job 
and, in the long run, industry will be the gainer. The en- 
couragement of liberal arts needs to be sold to recruitment 
officers. : 

Next, industry must step up its financial support for private 
liberal arts schools. This is essential for many reasons. High 
among them is the fact that the state will take over liberal 
arts education if the private sectors of our economy are unable 
or unwilling to finance it. We are already out of balance. A 
majority of our college students, including non-liberal arts 
students, attend state institutions now. We will be irretriev- 
ably out of balance if a substantial improvement in the 
support of private schools is not forthcoming soon and 
continuously. 

But whatever the balance, the existing private liberal arts 
schools need substantially increased dollar ‘support in order 
to compete with the tax-supported schools in quality and 
to attract teachers of higher competence. At the moment our 
total teacher population is diminishing and its quality is 
deteriorating. The reason is that the schools do not have the 
money to pay teachers what they are worth and to attract 
higher quality people to the teaching profession. The fore- 
seeable problems which will face our successors in business 
are not apt to be solved if we today are unable to solve the 
college teacher problem. 

Finally, and consistent with each of these recommendations, 
business must use its influence with the liberal arts institutions 
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of higher education to attempt to persuade them to raise 
their standards. This calls, among other things, for more 
careful selection of students; better qualified teachers; better 
methods, particularly for high-potential students; better in- 
tegration between liberal arts study and specialization study; 
and better facilities, at least where facilities have a direct 
bearing on the academic side of education. 

All of this obviously calls for funds. The base for business 
support for colleges must be broadened and the formulas for 
contribution must be enriched if this problem is to be solved. 
The 1953 contributions of all types of industrial corporations 
for all types of charitable purposes constituted 1.24% of their 
net profits. Since then, I am sure the contributions have been 
liberalized, but even with this improvement if we are to think 
in terms of competing with the welfare state as a technique 
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of survival, we will have to think in terms of substantially 
greater liberality. It’s as simple as that. 

There are other facets to the relationship of business to 
liberal arts education. But these are enough to challenge 
effective planning and action. They are enough to challenge 
the new professional competence of business leadership. They 
are enough to challenge attention to the finest opportunity 
business leaders may ever have to fix lastingly the benefits 
of the private enterprise business system in the mosaic of 
a better society. 

Ours is the opportunity to couple the wisdom of education 
to the power of business. If we seize the opportunity, it may 
be that in your time and mine we shall be able to demonstrate 
for the first time in the history of man that hope and peace 
and optimism can be a way of life. This nearly is ours. 


Foreign Aid 
ARE WE GETTING OUR MONEY’S WORTH? 
By BERNARD S. VAN RENSSELAER, Washington, D. C., Research Director, Citizens Committee for the Hoover Report 


Delivered before the Economic Club of Detroit, Michigan, April 22, 1957 


DEEPLY APPRECIATE this opportunity to discuss with 

you one of the most difficult and controversial problems 

confronting our nation—our efforts to assist three- 
quarters of the world with American financial and material 
resources. 

For, like it or not, that is exactly what we are trying to do. 

To travel here I boarded an airplane in Washington, D. C., 
at 2:40 P.M. yesterday. I arrived in Detroit three and a half 
hours later. In that very brief space of time our Federal 
Government spent $1,500,000 for military and economic aid 
to foreign countries. 

I mention this because I think it illustrates two of our 
national characteristics. We move fast, and we do things in 
a big way. 

In little more than 100 years we overcame every imaginable 
kind of human and material obstacle and forged a bright new 
world from millions of square miles of tangled wilderness 
and open plains. By faith and relentless efforts we created a 
new way of life and made it the best mankind could offer. 

We believe so much in this way of life that we have 
fought for it in nearly every part of the globe. American 
cemeteries in many countries are moving evidence that Ameri- 
cans, more than any other people, have proved it really is a 
small world. 

With the highest of motives and with our usual super- 
abundance of energy and optimism, we are today contributing 
to the economies and welfare of some 60 countries. For a time 
at least, ours is a necessary mission. Foreign aid has become, 
in just ten short years, an important part of our foreign policy. 
We are now so deeply committed that we simply cannot pull 
out in the foreseeable future. 

This entire program is being conducted with a great sense 
of urgency. We are constantly led to believe that if we don’t 
move fast the roof will fall in . . . that only our dollars can 
save the world from Communism. If large sums of money 
are squandered, it’s unfortunate—but the Communist threat 
must be overcome. 

At this point, however, the situation loses focus. We're 
told in effect that we can fight Communism successfully only 
if we lift up all the under-developed areas of the world by 


their bootstraps, and change their ways of life, and make 
them over into what we think they should be. Thus the 
idealism and emotions of a generous people become involved 
and practical considerations tend to be brushed aside. 

I personally believe very strongly in the principles of 
American aid to needy countries. But this must be done within 
our own ability to pay the bill and administer the program 
efficiently. It must also be kept within the capacity of the 
recipient countries to absorb and make good use of what we 
give them. 

And we must be realistic and admit frankly that we have 
a self-interest motive: specifically, gaining and holding trust- 
worthy friends in the family of free nations. 

When we first launched a formal program of assistance 
to other nations, back in 1947, our primary concern was the 
relief and rehabilitation of war-torn Europe. We poured 
money and materials and technological know-how into the 
area, and in a very short time our European friends were back 
on their feet. 

Then we branched out—into the Middle East, Africa, 
Southeast Asia, the Far East, and Latin America. We ap- 
proached this world-wide undertaking with the same formula 
that had worked so well in Europe . . . do it big and do it 
fast! And here we ran into trouble. The old formula didn’t 
work any more. 

It is obvious now that the methods that had rescued Europe 
simply could not produce the same results in the arid deserts 
of North Africa and the teeming areas of Southeast Asia and 
the remote back country of Latin America. Our efforts to do 
big things in a hurry. in underdeveloped countries has resulted 
in chaos, confusion, and dollars down the drain. 

Unfortunately, this lesson remains unlearned within the 
high councils of foreign aid planning in Washington. Evi- 
dence of this abounds in thousands of pages of Congressional 
reports and transcripts of hearings. 

Between July 1, 1945, and September 30, 1956, the United 
States paid out $56.8 billion for military and economic 
assistance to other nations. Besides this staggering sum, $10 
billion more had been appropriated by Congress but was still 
unspent. For fiscal year 1957 Congress granted $3.75 billion 
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for foreign aid, both military and non-military. For fiscal 
1958 the President is asking a foreign aid budget of $4.0 
billion, a modest increase over the current year. 

In addition to all this, we have provided overseas aid 
totaling $2 billion in the form of surplus agricultural com- 
modities. 

I do not intend to comment on the purely military phase 
of foreign aid. This is a highly technical and complicated 
program which the average layman is not qualified to discuss. 
When the President and the Joint Chiefs of Staff tell us 
that our national security will suffer unless we continue to 
provide military hardware, training, and logistical support 
at present level, we are in no position to argue, and few mem- 
bers of Congress care to assume the responsibility of trimming 
military aid dollars in the face of such authoritative pro- 
nouncements. 

However, I think the American taxpayer is directly con- 
cerned when military aid becomes interwoven with economic 
aid, when civilian planners are allowed to influence the pro- 
gramming and day-by-day conduct of military assistance, and 
when complicated economic projects are disguised in military 
garb. 

The need for a clear-cut separation between these two 
basic forms of foreign aid is strikingly illustrated by a half- 
billion dollar project to rehabilitate and expand the British 
Air Force 

In 1953 and ‘54 hundreds of millions of American dollars 
were committed to add new aircraft to the R.A.F. It was 
known that these planes, when and if they were finally 
delivered, would be greatly inferior to the supersonic planes 
then in production in this country and in Russia. But the 
effect of this grant-in-aid to the R.A.F. was to release British 
Government funds to subsidize the development and produc- 
tion of commercial jet aircraft in competition with American 
air frame and engine manufacturers. 

In short, what purported to be purely a military program 
was actually a fiscal maneuver to ladle more American dollars 
into the British economy and fortify that nation’s budget. 
For this the then Director of Mutual Security and his eco- 
nomic planners were really responsible. Furthermore, Congress 
was not fully informed about the nature of this transaction 
when the funds were requested. It’s quite probable that if 
Congress had known all the facts, it would have refused to 
grant the necessary funds. But as it turned out, the disguise 
worked—and as usual, the American taxpayer paid the bill. 

Even disregarding military assistance entirely, our present 
economic aid program is vastly more complex and far-reaching 
than anything contemplated under the original Marshall Plan 
ten years ago. Economic aid today includes Point Four ac- 
tivities; the economic development of backward countries; 
a nebulous sort of thing called defense support; budget sup- 
port; and the sale of surplus agricultural commodities for 
local currency which is then returned in the form of grants or 
loans. 

Regardless of the terminology and sometimes confusing 
categories, it all adds up to one thing—economic assistance 
on a grand scale. In one form or another, this program covers 
more than 2,000 projects in virtually every field of human 
activity as well as all kinds of commodities, services, and even 
United States Treasury checks. No less than 8,000 persons 
are employed by the Government to plan and administer this 
program. 

What do these people do to keep busy? Sometimes even 
Government officials wonder. An official visitor to one of our 
Asian missions reports that he asked am attractive young 
woman the nature of her assignment. She explained that she 
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was revising the Third Reader for the local schools. The 
visitor expressed interest in the project and asked if she had 
any help. “Oh, yes,” she replied, “I have nine assistants.” 

Here are other examples of what we are providing for a 
large part of the world: engineering and technical services; 
factories; dams; power stations; highways; the procurement, 
transport, and distribution of huge quantities of machinery 
and basic commodities such as food, raw materials, fabricated 
steel, medicines, and hospital equipment; and railway rolling 
stock. 

Obviously, a program of such magnitude, involving the 
expenditure of vast sums of money—not to mention the 
welfare of millions of people abroad—requires a high degree 
of careful planning and efficient management if it is to 
operate successfully. 

Is this what we're getting? Let me illustrate the kind of 
“careful planning” that goes into our foreign aid program. 

A few years ago it was discovered that out of a $14 million 
allocation for the country oi Burma, only $8 million had been 
obligated by June 1. Only 30 days remained before the fiscal 
year would end. Following standard procedure, a rush meeting 
was called to discuss new ways to commit the remaining $6 
million without delay. I attended this meeting. 

After several possible projects were discussed and sum- 
marily dismissed, one of the planners present suggested im- 
porting blacksmith equipment into Burma. Someone quickly 
pointed out that you couldn't put much of a dent in $6 million 
with these items. But the planner had big things in mind; he 
wanted enough blacksmith equipment to put a complete unit 
in every town and village in the country. This, he said, would 
use up a million dollars or more. 

But one of those present opposed the idea. Rather cynically, 
he asked his colleague: “What are you trying to do, shoe 
every elephant in Burma?” 

This little story, however, has a happy ending. Eventually 
enough projects were improvised to commit all of the $6 
million before the fiscal deadline and it was spared the fate 
of lying around gathering dust in the Federal Treasury. 

Now I think we will all concede that in any large institu- 
tionalized undertaking, whether private business or govern- 
ment, we must expect a certain percentage of human error. 
It’s inescapable. But the disturbing fact is that available evi- 
dence of bad planning and mismanagement in our foreign 
aid program transcends anything that might reasonably be 
expected or forgiven. This is all a matter of public record. 
And the sad truth is that we were making the same costly 
mistakes in 1956 that we made in 1952, indicating that some- 
where along the line of command there is an inability or 
unwillingness to learn from experience. 

The brief history of American foreign aid provides a 
lesson in itself in the intricacies of bureaucratic nomenclature. 
We started with the Economic Cooperation Administration, 
progressed through the Mutual Security Agency, the Techni- 
cal Cooperation Administration, and the Foreign Operations 
Administration to what we now call the International Co- 
operation Administration. ’ 

But while the titles have changed, there have been too few 
new faces on the policy-making and planning level, except 
at the very top. In the past seven years the economic aid 
program has had five directors. None has been on the job 
more than 214 years and one stayed for only a few months. 

Repeated Congressional investigations of our foreign aid 
program have failed to turn up anything resembling a well- 
defined governing policy. And so we sometimes find ourselves 
offering aid before it is even requested. Or on occasion being 
forced to “sell” the need for economic aid to the recipient 
country when it becomes obvious to our aid planners that 
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the nation we are dealing with just doesn’t know what is 
for it. 

It’s a matter of record that some of the countries which 
accepted our aid were so little interested in the grand projects 
we had planned for them that they failed to contribute their 
agreed share of the cost and frequently benevolent, generous 
old Uncle Sam wound up paying the entire bill. 

Here are several pertinent examples: In Mexico a coopera- 
tive agricultural contract under technical assistance was made 
at a proposed cost of $750,000 to the United States. The 
project mever got underway because there was opposition 
within the Mexican Government, which then failed to meet 
its contribution amounting to about 25 per cent of our share. 
Reportedly our contribution was reprogrammed and reobli- 
gated for other purposes. 

Similarly, in Uruguay the United States committed itself 
to technical assistance projects in eight different fields, for 
a total obligation of $1,121,000. Uruguay, however, made 
substantial contributions to only one of them, after agreeing 
earlier to helping defray the cost of all eight projects. 

Now let me quote from the findings of a Congressional 
Subcommittee: “. .. A 1954 U. S. contribution of $300,000 
to the agricultural services in Brazil was held up for two 
years because Brazil failed to make a matching contribution. 
Another $150,000 set aside in 1952 for a rural education 
program was carried over as an expended item year after year 
because the Brazilian Government never put any matching 
funds into the program.” 

Does this sound like the reaction of governments sincerely 
interested in the kind of projects we were promoting? 

Another major problem is the exchange rate at which our 
foreign aid dollars are converted into local currency. In certain 
countries, this conversion has been made at unrealistic rates 
to the great disadvantage of the dollar. In Korea, for example, 
where the volume of our economic aid program is very large, 
we are compelled to convert our dollars at the rate of 500 
Korean hwon to the dollar, while the free rate of exchange 
fluctuates between 800 and 1,300 to one. This means we are 
surrendering half of the purchasing power of our dollar; it 
costs us twice as many dollars to accomplish our aid objectives 
as it should. 

The tragic part of the situation is that we tolerate it. We 
seem to be unable to persuade the Korean Government to 
adopt a more realistic attitude. 

This penchant of ours for picking up the tab, this apparent 
Over-anxiety to demonstrate to one and all that we are ready, 
willing, and able to foot the bill for everything from black- 
smith tools to hydroelectric projects, runs sharply counter to 
the fundamental concept of foreign aid: that our mission is to 
help others help themselves, and to cement lasting inter- 
national friendships in the bargain. 

It is difficult, indeed, to reconcile this concept with a policy 
of helping those who haven't asked for help simply in the 
hope that after they receive what we can give them, they 
will be everlastingly grateful because they will see what they 
have been missing. 

I have strong doubts, however, that we encouraged this 
reaction when we helped construct sugar plants in Iran, 
where there is little sugar, and when we helped erect cotton 
mills in Korea, where there is no native cotton, and when 
we helped put up flour mills in Korea and Formosa, where 
there is little or no wheat. 

We have constructed industrial plants . . . but failed to 
install the needed power. In Iran we helped finance a textile 
factory. We spent some $500,000 for American-made looms 
and installed them in the plant. Unfortunately, the looms 
required high-grade cotton—of which there was very littlh— 
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and skilled operators and maintenance helpers—of whom 
there were none available in the native population. But we 
installed a half-million dollars’ worth of looms, anyway .. . 
then didn’t provide the power machinery to run them. 

The deplorable situation in Iran, as you know, has been 
widely explored by Congress. Perhaps you are not aware, 
however, that in four years the Industry Division of our 
foreign aid mission there had six directors. In order, they 
were: a weaving technician; a fishery expert; a retired in- 
dustrial consultant who had never been overseas before; a 
former investment counselor; a graduate forester; and a 
mechanical engineer who specialized in engine design. 

Little wonder, then, that our foreign aid planners, when 
taken to task, have defended many of our projects, technical 
and otherwise, solely on political grounds when economic 
justification was impossible. 

I believe the evidence is clear—and you may have reached 
the same conclusion as you watched the development of our 
foreign aid program—that the planners and theorists in the 
State Department and the International Cooperation Adminis- 


tration have been too preoccupied with the outflow of dollars 
and too little concerned with the things for which the dollars 
are spent. 


A big program isn’t necessarily a worthwhile program, just 
as a big budget isn’t necessarily a justifiable one. This, too, is 
a lesson still unlearned in many Washington offices. Can the 
tax-paying public think otherwise when a member of our 
aid mission in Pakistan is reproved for planning a limited 
technical education project which his superiors rejected on 
grounds it was “too modest”? In this particular case, the 
planner was assured that his idea would be approved if he 
expanded it to national scale. 

Unfortunately for Congress and the country at large, the 
true cost of this free-wheeling, irresponsible approach to a 
program of tremendous scope, the true cost of mismanage- 
ment and lack of direction and just plain bungling is extremely 
difficult to compute. It shouldn’t be, but it is. There is a 
startling scarcity of reliable information available to those 
trying to bring the entire program under close scrutiny and 
review. 

Early last January, the Comptroller General of the United 
States wrote a letter to the Director of the International 
Cooperation Administration enclosing a General Accounting 
Office memorandum calling attention to certain operational 
deficiencies in the economic aid program and suggesting 
remedial action. Among other things the memorandum stated 
that ICA had asked for new appropriations to meet the ex- 
penses of specified projects, although funds previously al- 
located to these same projects had not been fully used or 
even obligated. The memorandum also observed that there 
were no systematic records in ICA to enable anyone to say 
how or why aid levels were established in Washington for 
given countries or projects. It further noted that ICA’s 
representations to Congress in support of appropriation re- 
quests were inadequate and that ICA headquarters failed to 
maintain sufficient information regarding the progress of 
field projects and the use of funds. 

After a lapse of three months during which ICA paid no 
attention to the letter and memorandum of the Comptroller 
General beyond an acknowledgment of their receipt, the 
matter came to the notice of the Hardy Subcommittee of the 
House Committee on Government Operations which opened 
public hearings. The Director of the International Coopera- 
tion Administration testified that he had instructed his people 
to reply to the Comptroller General within two months and 
was surprised to learn that it had not been done. 

This is indicative of the difficulties that confront Congress 
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and the public in obtaining reliable information regarding 
the foreign aid program. 

Congress is disturbed by this situation, as it should be. My 
good friend, Representative George Meader of Ann Arbor, 
and others are calling for a top-to-bottom review of our 
foreign aid structure. This concern in Congress is pushed 
forward by each new Committee report unearthing new in- 
stances of waste and chaotic conditions in this program. 

Let me read a particularly significant passage from a report 
issued only a few months ago by the House Government 
Operations Committee. Here is what the Committee concluded 
after questioning the top policy-makers in the International 
Cooperation Administration: 

The overwhelming reluctance which key ICA officials have 

displayed in laying their cards on the table before this 
Subcommittee, indeed the apparent intent of some of the 
principal witnesses to snow the Subcommittee under with 
irrelevant and gratuitous side issues, has shaken the Sub- 
committee's confidence in the soundness of the reports on 
which Congress has based its judgments of the entire 
foreign aid operation. As a result, the serious deficiencies 
in the Iran program are not now the principal concern of 
the Subcommittee. With the exercise of a good deal of 
charity it might be possible to understand many of these 
as isolated and peculiar to the time and place. But the most 
far-reaching and disturbing discovery the Subcommittee 
made in the course of this investigation was that the prin- 
cipal officials in charge of this program either could not 
recognize these deficiencies or were dedicated to the task, 
especially in dealing with the Congress, of defending by 
highly questionable means indefensible performances.” 

That's tough talk. And not to be taken lightly. These are 
the views of some 30 members of the House of Representa- 
tives, a bipartisan cross-section basing its conclusions on 
documented evidence and direct testimony from the ad- 
ministrators of our foreign aid program. 

In the light of such authoritative opinion, I for one am 
not inclined to laugh off the remark of one Government 
official of a country in which we have spent many hundreds 
of millions of dollars, to the effect that American aid projects 
were “wasteful but"—and get this—"inoffensive indulgences”. 
In this man’s mind we were literally tossing our money out 
the window, but we weren't hurting anybody, so what's the 
harm? Nor am I disposed to applaud the comment of a 
foreign aid official, still on the job with ICA, who said, in 
referring to a last-minute obligation of aid funds, “We told 
them we would give them the money. What difference does it 
make how it's spent?” 

I hope, in these few minutes, that I have been able to 
convey to you my grave concern with our foreign aid program, 
even though in many instances this program has performed 
a useful service. Some of our technical assistance projects 
have yielded excellent results; the Fulbright and Smith-Mundt 
training programs have proved truly useful; and I have 
nothing but admiration for our anti-malaria project in a 
number of nations. I also wish to pay tribute to many able 
and dedicated people in the program, from the rank of Mission 
Chief down the line. 

As I noted earlier, we are committed indefinitely to a 
foreign assistance operation of substantial proportions. We 
can’t abandon it—but we can—in fact, we must—improve it. 

What we need most today is a realistic recognition by all 
concerned—and that includes every American taxpayer—that 
our assistance was never intended to be perpetual, that the 
indiscriminate expenditure of dollars in one country after 
another on projects that are too costly on one side and un- 
wanted or inappropriate on the other can lead only to a 
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state of mutual distrust and frustration. 

Our original conception of foreign aid was to help others 
help themselves, and then let them stand on their own feet. 
It's a splendid idea; and it’s high time we put it into practice. 

I profoundly believe that unless we quickly and vigorously 
overhaul the foreign aid machinery we have put into motion, 
work the kinks out of an engine that has been lubricated too 
often with too many American dollars, we will find ourselves 
saddled with an international WPA of frightening dimensions, 
with all its implications of state socialism and economic im- 
perialism and with a fantastic bureaucracy of reckless planners 
and irresponsible spenders. 

The effect of such a state of affairs upon our foreign rela- 
tions would be nothing short of disastrous. And in these days 
of uncertainty and international tensions, it’s a disaster we 
cannot afford to risk. 

Now, where do we start the overhaul? I think our first job 
must be to find out in accurate detail just what has happened 
to the money we have already spent. Some can be traced today; 
some cannot. But at least if we know where and how some of 
it has gone we can learn from both our mistakes and accom- 
plishments and chart a new and more effective course. 

In 1956 seven members of the Hoover Commission's Task 
Force on Economic Overseas Operations, under the leadership 
of Mr. Henning W. Prentis, Jr, former Chairman of this 
Task Force, and the Honorable Charles Sawyer, former 
Secretary of Commerce, urged Congress to create a Joint 
Committee or Hoover-type Commission to conduct such a 
review in the field of foreign aid operations and spending. 
The objective is a comprehensive study tracing foreign aid 
dollars from their appropriation to final expenditure. These 
actual costs could then be related to the impacts of our aid 
projects both on the recipient countries and on the United 
States. A majority of Congress has not yet shown any disposi- 
tion to act on this proposal. 

However, the need for this type of study is obvious. We 
cannot plan for the future, unless we know definitely what has 
happened in the past. 

The foreign aid program is ten years old. The Marshall Plan, 
in spite of waste and mismanagement, had happy results. The 
emergency was met and dealt with. Since then, under the 
pressure of other emergencies, a new set of programs has 
blossomed all over the world. The end has not been reached. 

This program has taken on the characteristics of a mush- 
rooming improvisation. It seems to be impelled in part by the 
noblest motives and in part by an apparent belief that enough 
dollars, enough dams, enough power plants and enough steel 
mills, if provided rapidly wherever there is poverty, illiteracy, 
brutality, corruption and suspicion, will somehow save the 
souls of men and rescue the world for our type of democracy. 
Of course, this isn’t true. Nevertheless, we are permitting our- 
selves to be pressured into the continuing expansion of a 
program that has already gotten out of control and has ex- 
ceeded the ability of its administrators to manage it properly. 

This country has always been, and I pray always will be, 
ready to assist other less fortunate countries in realizing their 
legitimate aspirations and improving their lot. But we cannot 
live in a dream world, and many things we would like to sec 
accomplished in other parts of the globe will take a long time 
and must be done bit by bit within the capacities of the 
struggling nations to carry their own load. They can be 
helped—but not permanently subsidized. What we are doing 
at present encourages a spirit of dependence rather than in- 
dependence among a number of young countries that have 
only recently thrown off their colonial ties and are just learn- 
ing to stand on their own feet. This can defeat our purpose by 
embittering the people we are trying to help. As a high Pakis- 
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tan Official told one of our economic aid officials when he 
learned of the size of our prospective staff in his country, “We 
have just got rid of the British because we didn’t like to have 
them ordering our lives, and we have no intention of per- 
mitting the Americans to move in and replace them.” 

It’s time to create rigid policy framework for our foreign 
aid program and stay within it. Let’s commit ourselves to a 
useful and sensible Point Four program doing a few signifi- 
cant things in each country. Let’s assist in industrial develop- 
ment within realistic limitations, to the extent that hard- 
bitten judgment justifies a given project from our point of 
view as well as the ocher fellow’s. And when I say hard-bitten, 
I mean the reasoned opinion of experts, not dreamers or 
promoters. Let’s cut out grants-in-aid except in the most 
unusuai circumstances, remembering when we lend that 
loans beyond a certain point can break a country, not make it. 
Let’s stop, or at least reduce, a lot of the so-called budget 
support which is advancing rather than controlling inflation. 
When we decide to render such support, let’s do it in a 
straightforward and business-like manner. 

Management is another problem. Foreign aid is the greatest 
merchant banking and engineering business in the world. 
There are few commercial banks in this country big enough to 
handle all of ICA’s banking business. As in any vast enterprise, 
the need here is for practical, realistic, experienced manage- 
ment. Until the invaluable asset of sound administration is 
added, we cannot hope to wipe out the waste and extrava- 
gance which has beset this program for ten years. 

A final word. We have not sought leadership in this 
troubled world. It has been forced upon us, and to the best 
of our ability we have tried to respond to the call. We have 
made mistakes and we have absorbed a lot of criticism, but 
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when the chips were down we did our best—and I think 
every one of us has the right to be proud of the part the 
United States has played to bring about a better world 

But I sometimes wonder if we haven't been a little over- 
sold on our duties to the rest of the world and if perhaps we 
might not be entitled to a greater degree of cooperation from 
some of the people we are trying to help. I would like to re 
gard it as a twO-way street, with our representatives, both 
here and abroad, acting just a little bit tougher in defending 
the interests of Uncle Sam and the American taxpayers. 

We must discard, once and for all, the notion that foreign 
aid can ever become a substitute for diplomacy and a realistic 
foreign policy. We cannot hope to win respect or affection 
by ever being jockeyed into a position of paying tribute, 
bribery, or even blackmail to accomplish our objectives. After 
all, we are dealing with some very realistic and tough 
minded people. We'll help them out, but we don’t want to 
be exploited and we don’t want our generosity to be regarded 
as a sign of weakness. Let’s encourage stiffer trading on the 
part of our own people, to insure that what is good for the 
rest of the world is in fact good for the United States. 

Programs like foreign aid never remain static; they expand 
or contract; they improve or deteriorate. If our economic aid 
program continues on its present course, I believe the ultimate 
results will be most unhappy for every one concerned, and the 
cost will be terrifying. 

Our real hope for reforms in the foreign aid program rests 
in the application of the democratic process. It is everyone's 
business. To the extent that opinions exist, they should be 
expressed to those in authority. In so doing, it is my firm 
belief that a great service will be rendered both to the United 
States and to the world. 


* * 
Some Open Questions On Inflation 
TIME HAS COME FOR A UNIFIED ASSAULT ON THE EVILS OF INFLATION 
By LEWIS W. DOUGLAS, Chairman of the Board, Mutual Life Insurance Company of New York 


Delivered before the dinner session at the National Industrial Conference Board’s 41st Annual Meeting, New York City, 
May 16, 1957 


T WAS ON the second of July a bare 24 years ago that 
President Roosevelt sent his famous message to the Lon- 
don Economic Conference. In this message he implicitly 

put his finger upon what many people in almost every spot 
in the world believed to be the most important and pressing 
economic problem of their time. 

Today the issue is not how to elevate prices, but rather how 
an inordinate rise in prices can be abated, if as a practical 
matter it is possible, by using a variety of different devices, 
to achieve this purpose at all. Twenty-five years ago, and for 
a number of years thereafter, the problem was not how to 
suppress the rise in prices, but how to stimulate them to rise. 
The issue of the 30’s was a complete contradiction of the issue 
of today. 

The problem that we now face, almost everywhere in the 
world, does not derive its definition from a particular mass of 
evidence relevant to a particular moment in experience. Just 
as there was what was known as the “Great Depression” which 
started in the fall of ‘29 and became unique in ferocity and 
magnitude when Britain abandoned gold in September 1931 
and which stretched over a span of more than ten years until 
the world was plummeted into the most violent and devastat- 


ing convulsion of modern history, so the tendency for prices 
to rise more rapidly than at the historic rate, has been with 
us for almost sevefhteen years with but very minor deviations 
from the general trend. This period is perhaps appropriately 
called the “Great Inflation.” 

Inflation expresses itself in many forms; it has many causes. 
It is fair to say that inflation is many things. I shall 
not attempt to define this economic phenomenon which has, 
on the whole been the common experience of mankind, with 
only a few exceptional intervals of time, since the dawn of 
history. The task is too complicated, the phenomena are too 
slippery and too numerous. Professor A. J. Brown, in his 
recent book, “The Great Inflation” published under the 
auspices of the Royal Institute of International Affairs by the 
Oxford University Press, commences his discussion by saying: 
“In two world wars and their aftermaths inflation has become 
familiar to the people of most countries as a threat or an 
actuality. Yet, despite the volume of experience so accumulated 
and the amount of attention so directed to it, one cannot say 
that there is general agreement as to how it can best be de- 
fined, how the threat of it can be assessed, or how the extent 
to which it has proceeded can be measured. For, despite its 
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painful familiarity, inflation is, from the economist’s point of 
view, an elusive phenomenon—or, perhaps more correctly, an 
elusive and bewildering variety of phenomena.” 

Although an attempt to define inflation is an undertaking 
which I shall quite frankly leave to others, it can be said with 
reasonable accuracy that the outward manifestation of infla- 
tion which concerns people and governments more perhaps 
than all other outward evidences of inflationary processes, is 
a continuous rise in the general price level. It is this economic 
spectacle which has historically taken, so it is thought, the 
greatest toll of society. Yet | would not want to be thought 
indifferent to what has been called the inflation of the ‘20's 
and to the devastating aftermath which so many people asso- 
ciate with the boom of that particular decade. 

It is perhaps aot wholly irrelevant to suggest that through- 
out the 19th century both here and abroad, practically all of 
the major and seemingly protracted economic fluctuations in 
the level of economic activity were produced by the war-+ime 
inflations and the post-war liquidations. And it might be not 
without relevance to our general discussion tonight to suggest 
that, if since 1945 when open and large-scale employment of 
military forces came to an end, we have not, so far, ex- 
perienced a compensating liquidation of war-time inflation, 
it is not because the last 12 years have been an exception to 
the general rule, but rather because we have not, in the his- 
torical sense of the word, been at peace. For 18 years we have 
been either at war on the largest scale and over vaster 
frontiers and horizons, than on any other occasion in the 
history of the human race; or, on a wide front we have been 
preparing for war; or we have been arming to prevent the 
recurrence of war. We have been mot at war and we have not 
been at war except for the nasty affairs in Korea. Certainly 
we have not known peace. 

It is only by understanding the economic environment 
through which we have been passing and in which we still 
exist, an environment characterized by a larger volume of 
government expenditure and the insinuation of governments 
into the economies of countries on a scale never before con- 
templated in times which were not periods of war, that we can 
begin to understand—I confess that I have not even reached 
this stage myself—the perplexing dilemma which the prospect 
of deflation or inflation presents to society as a whole and to 
the public authorities. 

At the moment, the apprehension of a further rise in prices 
seems to be absorbing the attention of politicians, of central 
bankers and commercial bankers, of many groups within the 
community. 

Approximately 30 years ago the view became generally 
accepted in many quarters that the cyclical movement of 
economic activity can be arrested, if not levelled out, by a 
deliberate policy of restricting or augmenting the available 
volume of credit in the banking system—with a resulting 
rise Or fall in the rates of interest. This idea had its birth and 
ucceptance in an international economic environment quite 
different from, or if not quite different, at least far more 
simple and less complicated than the environment in which we 
live today. 

Throughout the more civilized world, bank deposits are 
much more the symbol of money than was the case 30 years 
ago. Then it was not, as it is now, the policy of governments 
to use their power to spend to support certain groups of 
prices; to tax for social reasons, to lend public funds for pri- 
vate purposes; to engage in a whole variety of private or 
quasi-private undertakings; to intervene in economic activi- 
ties; even to enter the market place as a buyer and seller— 
perhaps the largest single buyer or seller the world has ever 
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known. This policy is not only generally accepted, it is almost 
universally demanded by the constituencies of many countries. 

It was not 30 years ago, as it is now and as it has been for 
more than 20 years, the policy of governments to encourage 
the introduction of what in practice though not necessarily 
in theory are inflexible, unyielding factors into the general 
economic system. The trade union movement was not then 
what it is today. The international monetary system was firmly 
attached to gold and, although economic nationalism had 
manifested itself in a host of different forms of national sub- 
sidies, currencies generally were freely convertible and the 
money of one country could be transferred into money of 
another country on the flash of an eye in almost any hotel, 
bank, cashier’s cage, or even retail merchandising establish- 
ment, without awaiting the decision of some distant janissariat 
sitting behind a desk in some remote treasury or central bank. 

The internal credit structure of every country has ex- 
perienced far-reaching changes—none more far-reaching than 
we have experienced here. 

Thirty years ago installment credit was in its relative in- 
fancy, Fanny May was nonexistent, savings and loan associa- 
tions were relatively unknown. The extension of credit by 
insurance companies was effected quite differently from the 
extension of credit today. The capital market was a different 
market. Each nation also over the course of the last 25 years 
has developed rigidities and inflexibilities which it does not 
seem likely that the force of circumstances or the voluntary 
decisions of constituencies will make more elastic during the 
balance of my lifetime. 

Against this brief and superficial survey of the penetrating 
changes that have taken place is it not appropriate that there 
should be a re-examination of the complicating if not con- 
tradictory policies which governments pursue? 

Perhaps I can best deal with some of these complications 
and contradictions by putting a series of questions: The 
question I suggest is not whether the policy of the Federal 
Reserve Board to restrict credit is right or wrong but whether 
the restriction of credit, with the consequent rise in interest 
rates can in practice actually arrest an inflationary movement 
expressed in terms of a rise in the general price level, until 
it has been applied so rigorously that the spectacle and fear 
of significant unemployment begin to appear on the horizon 
and to induce men to abandon demands for annual increases 
in pay that bear no relation to the business situation or to 
productivity. The reason for putting the question in this form 
is that there seems to be a relatively universal coincidence be- 
tween the rapidity with which wages rise and the state of 
employment. Le. The fuller the state of employment the more 
rapid the increase in labor costs. If inflationary forces cannot 
be arrested, unless the policy of restricting credit is vigorously 
pursued until the ghost of large-scale unemployment puts in 
its unpleasant and tragic appearance in society, would the 
government or public opinion tolerate it? 


The Public Employment Act of 1946 throws a considerable 
amount of light on this question. One has only to read the 
first section of the law to conclude that any agency which 
undertakes to arrest an upward movement of prices by produc- 
ing unemployment on a substantial scale, will be contradicting 
a policy which the Congress solemnly declares to be a fun- 
damental policy of the Federal Government. And this, I sug- 
gest, will be the policy of governments for a long time to 
come, no matter whether the Democratic Party or the Republi- 
can Party controls the executive or the legislative arms of the 
governmental machinery. The report of the Senate Committee 
September 18, 1945 silhouettes this conclusion even more 
sharply—"“Insuring Full Employment in a Free Competitive 
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LEWIS W. DOUGLAS 
Economy” is the title of the report. The conception of full 
or maximum employment is woven into the fabric of the 
legislation and the legislative history of the law. 

While the Federal Reserve is vested with certain limited 
power it is implicitly enjoined from interfering with certain 
basic policies. It is interesting, at this point to take a detour 
for a moment to indicate how rapidly we change the meaning 
of the words we use. Lord Beveridge once defined substantial 
unemployment as an amount in excess of 7% of the employ- 
able force. This was not so long ago—indeed, it was slightly 
more than ten years ago. Yet a volume of unemployment in 
excess of 5% is today viewed with alarm. 

Our experience of the last 15 months, perhaps too limited, 
rather suggests that a deliberate restriction of credit and 
higher interest rates may not be an effective deterrent to the 
inflationary forces. We have had full employment; we have 
been going through a period of substantially higher interest 
rates and restriction of credit, employment rises—unemploy- 
ment falls, yet there seems to be no abatement in the tendency 
of prices to rise. Indeed, in the New York Times, on the 
financial page, May 13th, we are told once more that on July 
lst we must expect an increase in the price of steel. Steel is 
such a ubiquitous commodity that touches so many industrial 
and even agricultural operations, that a further rise in the price 
of steel may have an effect on the general level of prices. 

But perhaps the rise in prices might have been greater if 
the Federal Reserve had not initiated and pursued its present 
policy. 

In the 19th century and up to about 20 years ago, it seems 
to have been true that prices tended to rise, and wages 
followed. Over the course of the last ten years the reverse ap- 
pears to have become the pattern—wages appear to have 
risen and prices almost immediately followed. Does this in- 
troduce into the economic system an inflexibility which no 
purely monetary device can make more elastic witnout creat- 
ing relatively wide-scale unemployment or the fear of unem- 
ployment? 

Here is another question: It is possible that one arm of the 
government by restricting credit and causing interest rates to 
rise, can dampen the forces that are pushing prices upwards, 
while at the same time another arm of the government spends 
hundreds of millions for the purpose of elevating the price 
of farm products produced by very large segments of society? 
Is not this a contradiction? 

It cannot be wholly denied that large capital investments 
have been made over the course of the last five or six years to 
replace antiquated plants with the most modern equipment 
and thereby to compensate, by the introduction of machinery, 
for the increased cost of labor. In many industries it is only 
through technological improvements installed by very sub- 
stantial capital investment that increased labor costs have 
been at least partly neutralized and, accordingly, that the 
price rise in these instances has been wholly or partly abated. 

May not this effect of technological improvement be nulli- 
fied by a restriction of credit which makes unavailable the 
credit which it requires? It appears to be true that the demand 
for capital equipment and capital expenditure is greater than 
the volume of savings can satisfy. Accordingly the authorities 
would be faithless to their public duty were they not to restrict 
credit. Under these circumstances should not public authori- 
ties examine the expenditure side of the federal budget and 
the tax features of our Internal Revenue Acts to determine 
how, if at all, the tax structure can be modified so that savings 
can actually be accumulated rapidly enough to satisfy the 
appetite for capital investment? At this point it would be 





561 


fair to ask whether there is not a quality as well as a quantity 
of money. To put the matter in its most simple form—does 
$10,000 in the hand of one person, as a general rule, play 
the same economic role in society as $10,000 distributed 
among 10,000 people? The quantity is the same—is the 
quality likewise identical? It may be justified to put the 
question in this very naked form to draw the distinction be 
tween spending and investing. 

Can restriction of credit effectively check the inflationary 
forces so long as agencies of the government continue to do 
as they have over the course of the last 12 years or more 
pump money or credit into the economic system to subsidize 
various activities or to guarantee quasi-private obligations? 

It is possible that by restricting credit without creating an 
intolerable burden of unemployment, inflationary forces can 
be conquered, when at the same time almost 50% of the total 
public expenditure is devoted to allay the government's hunger 
for commodities, of which there are limited supplies? Is there 
not a quality of expenditure as well as a quantity of expendi- 
ture? Possibly this is a phenomenon of post-World War II 


which is made unavoidable by the international environment 
in which we live and I fear will continue to live for a long 
time. 


Cannot a budget be clearly in balance and yet be a powerful 
encouragement to inflation? Cannot an unbalanced budget be 
less inflationary than a balanced one—depending, of course, 
on the purposes for which the expenditures are made? 

I am not suggesting that our national defense should be 
weakened. I am merely asking whether the pressure of this 
huge volume of public expenditure to purchase in the market 
place commodities which the private segment of society is 
also anxious to buy, is a force which can well nullify the re- 
sults of restricted credit and higher interest rates, if in fact 
these two weapons can be effectively used at all. 

These are only a few of the questions which a re-examina- 
tion of our situation ought to raise. I advance them because 
they do not often enough seem to have been given the weight 
which they may deserve in any discussion of the inflation of 
this period. I advance them also to emphasize a general 
proposition. 

Everyone seems to be in accord with the view that a con- 
tinuous depreciation of the currency takes a cruel toll of many 
groups within society. In this country great progress has been 
made toward the elimination of poverty. Unless a 3% rise in 
prices each year is successfully combatted, may not the accum- 
ulated deterioration of currency create in due course a new 
group of impoverished people? It is against the possibility of 
this consequence that what appear to be contradictions in 
public policy should be re-examined and, if need be, elimi- 
nated in order that limited powers may successfully halt a 


*deterioration of currency, which is more rapid than the 


historic one. 

I would not have anyone suppose or infer from what | 
have said that I am suggesting that the powers of the federal 
or state governments should be extended over a broader front 
in an effort to compensate for what appear to be the contra- 
dictions of policy that may impede, if they do not frustrate, 
effectiveness of control over credit as an anti-inflationary 
device. I do mean to suggest, however, that in view of the 
complicated nature of society as it is today, and the apparently 
contradictory policies which have been initiated, formulated 
and put into effect, the time has come when it is as important 
to establish some sort of a concerted attack upon the evils 
of inflation as it was in the Employment Act of 1946 to try to 
estabiish a unified assault on the evils of unemployment. 
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HOW MAJOR SAVINGS CAN BE EFFECTED 
By NELSON A. ROCKEFELLER, President, International Basic Economy Corporation, New York, N. Y. 


Delivered at the Annual Meeting of the Brooklyn Chamber of Commerce, Brooklyn, New York, May 20, 1957 


I 
APPRECIATE GREATLY your invitation to attend this 
Annual Meeting of the Brooklyn Chamber of Commerce. 
The Chamber is an integral part of our American way 
of life. It is the center of the economic life of New York City. 
New York City is the center of the economic life of our 
country 

And now, increasingly, our country is becoming the center 
of the economic and social strength of the free world. 

While we New Yorkers cannot help having a modest 
feeling of pride concerning this development, we can’t at 
the same time overlook the fact that as a result, the economic 
and social vitality of our great metropolitan area is increas- 
ingly dependent on the strength, security and growth of our 
nation and of the free world as a whole. 

Therefore it is fitting and encouraging that the national 
organization of which you are a vital part should be taking 
such an active interest in federal expenditures, taxes and the 
dangers of inflationary pressures as they affect the strength, 
security and growth of our country and of the free world. 

No problems affect our national well-being more im- 
portantly and I would like to discuss certain aspects of them 
briefly with you. 


II 


Three basic factors underlie our overall national well-being: 
|. Our national security; 

The stability and growth of our economy; and 

The freedom, well-being and social progress of the 

individual citizen. 

All three are intimately interrelated. The strength and 
vitality of each are dependent on the others: 

Our national security has never been challenged on more 
fronts nor has its preservation ever been more complex or 
costly. 

The determination and will to meet this challenge depend 
on the strength and vitality of our belief in those basic values 
of human dignity, freedom and well-being which are the 
heart of our democratic way of life. 

The strength to meet this growing challenge depends on a 
dynamic, expanding economy at home based on free enter- 
prise, the fruits of which are not frittered away by needless 
or wasteful governmental expenditures. 

The business community under the leadership of the 
Chamber has taken an active and continuing interest in 
these problems. Its stimulation of national discussion con- 
cerning various aspects of the Federal budget for fiscal year 
‘38 is a wonderful example of how effective a citizen group 
can be in bringing important issues to the attention of the 
people and the Congress. Discussion has centered around 
the size of the President's budget in terms of inflation, re- 
duction of taxes and unnecessary Federal expenditures. 

[I should like to take this opportunity to associate myself 
with those who seek to eliminate unnecessary Federal ex- 


) 
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penditures; avoid the insidious, corrosive force of inflation; 
rout Out waste and keep as large a percentage of national 
earnings in the hands of the people as is compatible with 
the security, freedom and well-being of our nation and its 
people. ; 

In my opinion, contrary to a great deal that has been said 
during the past weeks, we never have had a President who 
has been more keenly aware of these problems, or who has 
been more effective in dealing with them. 

One may very well ask, then, why such a big budget and 
why all the criticism. 

The situation is complicated. The underlying problems are 
just becoming apparent. 

Their solution, I believe, will require fundamental changes 
in some of our traditional thinking about certain aspects of 
budget making and governmental organization. 


Ill 

Let's take a look at the various phases of the budgetary 
problem. 

A. Currently, the issue has been dramatized by the Ad- 
ministration’s Federal budget of $71.8 billion for fiscal year 
1958. It is being widely attacked as inflationary and as 
threatening our ability to sustain the vigorous economic 
growth trend upon which America has come to depend, and 
which rightly is regarded as a bulwark of our national security. 

If the budget should, in fact, pose such a threat, there 
would be the strongest justification for sacrificing even the 
most urgently important domestic public expenditures for 
schools, public health facilities, roads, the soil bank and 
other programs of social benefit and perhaps even for taking 
desperate ~hances by skimping on defense and other vital 
portions of our foreign security measures. For in the last 
analysis, as I stated before, all of these are dependent upon 
the support of a strong and vigorously expanding economy. 
Moreover, nobody likes to pay taxes, and the tax burden we 
have been carrying for many years is so high that there is 
an understandably strong and widespread demand for tax 
relief. 

The issues are of such urgent importance to our national 
interest that it behooves us to examine them dispassionately 
and to try to arrive at decisions that reflect an honest estimate 
of what will best serve the interest of our country rather than 
our individual inclinations. Let’s look at the record: 

When President Eisenhower first came into office at the 
beginning of 1953, he “inherited” the budget of the Truman 
administration for fiscal year 1952-53. Under this budget, 
the Federal Government spent $74.3 billion, or almost 21 
per cent of the nation’s total output of goods and services— 
the gross national product—of $358 billion for the fiscal year. 

Under the Eisenhower administration, the gross national 
product has experienced one of its most impressive periods 
of vigorous and healthy growth. In the last fiscal year, 1955-56, 
the gross national product amounted to $403 billions. Federal 
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expenditures had been reduced to 16.5 per cent of gross 
national product from the 20.8 per cent in the year that 
President Eisenhower assumed office. 

Our national output has been increasing at something 
like a 4 per cent annual rate. At the present moment it is 
estimated to be running at an annual rate that approaches 
$430 billion, and a conservative estimate for the full fiscal 
year 1957-58 would place it at no lower than $438 billion. 
This means that during his first five years in office our gross 
national product has increased by $80 billion or more than 
the total of the present proposed Federal budget. 

On this basis, Federal expenditures of $71.8 billion in 
fiscal year 1957-58 would represent just about 16.3 per cent 
of gross national product—no greater or no less than the 
relative burden of the $68.9 billion expenditures in the cur- 
rent fiscal year. It would be slightly easier to carry than the 
$66.5 billion expenditures of fiscal year 1955-56, and far 
easier than the real burden of Federal expenditures in the 
three preceding years. 

This brings us back to the question whether a Federal 
budget of $71.8 billion for fiscal year 58 would produce an 
inflationary spiral and threaten the vigorous economic growth 
trend of the past five years. The answer is clearly no. 

Our economy was able to grow without an increase in 
prices under comparatively larger Federal expenditures and 
despite budget deficits in fiscal years 1953, 54, and '55. For 
the past two years we have had a balanced budget and in 
fact a surplus. There is consequently every reason to believe 
that an expenditure of $71.8 billion in fiscal year 1957-58, 
which will still provide a budget surplus under current tax 
rates, will not have the devastating inflationary effect that 
some have proclaimed. 

Much as everyone would like to have a tax cut, the $80 
billion increase in annual gross national product during the 
five years of the Eisenhower administration clearly demon- 
strates that even at the present high tax rates, our economy 
has experienced one of the greatest periods of vitality and 
growth in its entire history. 

Above all, I think-most people agree with the President 
that before we cut taxes there should be some reduction in 
the Federal debt. Even with a budget just under $72 billion, 
it is estimated that we can make progress in this direction 
provided we maintain present tax rates. 

B. This leads us to the next important question—the level 
of Federal expenditures. 

Is the President justified in recommending an increase of 
$7.2 billion from the low point in fiscal year 1955 of $64.5 
billion? I believe that from the point of view of the areas 
of the budget over which he has control he is justified. 

True, the budget represents an increase of 11 per cent in 
the past three years. But let’s look at the record during this 
period:— ~- 

There has been a 5 per cent increase in population. 

There has been a 7.2 per cent increase in the cost of 
goods and services purchased by the government. 

There has been a 10 per cent increase in pay and fringe 
benefits enacted by Congress for both military and Civil 
Service personnel. 

There has been an increase in interest rates on Federal 
borrowing which has added just under a billion dollars a 
year to the carrying charges on the national debt. 

The above four factors automatically increased the service 
requirements and operating costs of the government during 
this period. They account for a large part of this increase in 
the Federal budget—over which the President has no control. 
It is interesting to note that private industry costs during the 
same period increased by a considerably larger percentage. 
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The other major area of increase has been in our national 
security program—a rise of $2.6 billion, which represents 
one-third of the total increase during this period. High and 
sustained expenditures for national security are most difficult 
to accept. It is hard for us as a people to become accustomed 
to prolonged international tensions and to the constant danger 
of some overt threat to peace. Our tradition is to rally to a 
national emergency with an all-out effort and then to revert 
to a normal peaceful existence. 

Unfortunately this has now become impossible. The Com- 
munist effort to subvert and overthrow the democratic system 
based on respect for the freedom and dignity of the in- 
dividual is unrelenting. We cannot maintain our way of 
life for ourselves and our children’s children without the 
utmost vigilance and the willingness to accept whatever 
sacrifices may be necessary to make aggression in all forms 
an unattractive course for Soviet imperialism. 

The danger to our national security is all the greater 
the Soviets combine an implacably hostile ideology with an 
increasingly high order of technical skill. They have developed 
nuclear weapons and a long-range air force faster than the 
free world expected. They have mastered the revolutionary 
advances in science and in some fields which may threaten 
our very survival, such as that of intercontinental missiles, 
they may even be ahead of us. 

To relax our vigilance is to court disaster. But the cost of 
national security comes high primarily because of the techno- 
logical revolution through which we are living. In the past, 
a weapons system would be good for a generation at least. 
The equipment of a rifle company at the beginning of World 
War II hardly differed from its counterpart in World War L. 
But many of today’s weapons become obsolescent almost as 
soon as they reach combat units. 

We must therefore bear the cost of weapons for two 
military programs concurrently. One is based on existing 
weapons to protect ourselves against current dangers. The 
other is for weapons in production and being developed for 
defense three to ten years ahead. To weaken either program 
would invite aggression either now or in the near future. 
And the lead in the technological race once lost is almost 
impossible to regain. 

To cut military and defense expenditures before we have 
assured ourselves of success in the fields of weapons tech- 
nology and overall defense could be suicidal. In fact, to take 
care of realistic minimum needs in these areas will involve 
larger, not smaller appropriations—much as we deplore the 
necessity. But we can be deeply grateful that our vigorous 
and growing economy gives us the capacity to do so. 

This is not to say that economies in the field of national 
security are not possible. But they involve certain public 
restraints and basic reorganizations in our Defense Depart- 
ment, and not the reduction of forces. I shall deal with this 
problem a little later. 

The military threat does not exhaust the range of our 
danger, however. The Soviets are continuing at an accelerated 
pace their intellectual, economic, psychological and subversive 
penetration in all free countries throughout the world. Only 
within the last ten days Mr. Khrushchev, in his interview 
with Turner Catledge of THE NEW YORK TIMES, admitted 
that the unswerving Soviet objective is for Marxism-Leninism 
to gain constantly greater authority among the masses of the 
world. 

That this effort has not been without success is proved by 
reports that last year the writings of Marx outsold the Bible 
in the Free World and that the sale of Stalin's works followed 
in third place. 

The ingenuity, persistence and ruthlessness of Soviet Com- 
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munist subversion throughout the world are fantastic. In the 
face of this, cuts in the budget either of USIA or of the ICA 
would be extremely unwise. I think both organizations are 
doing far more effective jobs than they are given credit for. 

C. We then come to the third and final phase of this 
analysis which brings us to the question: Is there waste in 
Federal expenditures? It seems to me that to answer this 
question intelligently, it has to be considered under two 
different headings: 

1. Federal expenditures over which the President and the 
heads of departments and agencies have complete con- 
trol; and 
Federal expenditures over which the President and 
heads of departments and agencies do not have complete 
control. 

1. Federal expenditures over which the heads of depart- 
ments and agencies have control have been carefully scruti- 
nized. This Administration has been extremely economy 
minded and most effectively so, regardless of criticisms you 
may hear. The Budget Director, Percival Brundage, and his 
department have done a superb job in keeping costs down 
with the cooperation of the department heads and the com- 
plete support and backing of the President. Before the present 
1958 budget was ever submitted to Congress, the President 
and the Bureau of the Budget reduced departmental estimates 
by $13 billion. In the past five years when major disputes 
have arisen in Congress regarding waste in these areas, it is 
almost invariably more a question of opinion as to the value 
of the function than of inefficiency in administration. The 
activities of the USIA are a perfect case in point. The Ad- 
ministration has not been given nearly the credit it deserves 
for its economies in the areas over which it has complete con- 
trol. Unfortunately, this does not cover all items in the budget 
and this is where a lot of public misunderstanding comes in. 

2. That leads us to the area of Federal expenditures over 
which the President and his heads of departments and agencies 
do not have complete control. There are a number of reasons 
for this which are beginning to be more clearly understood. 
Let me illustrate. 

A. For one thing, there are a number of fixed obligations 
such as the interest on the national debt and veterans’ benefits 
which go on from year to year. In addition, Congress often 
increases the President's budgetary requests and also initiates 
new programs. Last year, for instance, the Congress increased 
the appropriations beyond the amounts recommended and 
considered necessary by the President for the Air Force by 
more than $900 million; for the soil bank by $500 million 
and for farm housing by $450 million. Already, in this year’s 
economy minded Congress, additions to the President’s budget 
requests have been piling up in the fields of agriculture, 
veterans affairs and housing. And just the other day Congress 
boosted the borrowing power of Fanny May (Federal Na- 
tional Mortgage Association) by $1.25 billion over and above 
what the President asked. This contingent liability alone is 
greater than the total of all the reductions in the President's 
1958 budget which the Congress has made so far. 

B. Or let's take a slightly different example. During recent 
years, the various military services have wanted to close 
many obsolete or unneeded bases, terminals, and depots 
throughout the United States. However, because of local 
and Congressional pressures, they still are operating berween 
one and two hundred such facilities that are no longer 
necessary from the point of view of our overall national 
security. If totalled up, the resulting wasted cost to our coun- 
try would probably run into hundreds of millions annually. 
Other similar examples could be given. 

In my Opinion we have reached a point where because of 
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the fantastic burden of our growing defense and national 
security costs, we can no longer afford the luxury of this 
kind of large-scale national special interest expenditures 
which undermine efforts at economy and efficiency of opera- 
tion. This is one of the areas in which real progress can be 
made in trying to hold down mounting Federal expenditures. 
It is where the Chamber of Commerce, working with the 
Congress, can play a leading role of national statesmanship. 

When it comes to holding down nonessential Federal 
expenditures that benefit only special area or group interests, 
all of us must exercise a greater degree of self-restraint and 
concern for the national well-being. Increasingly, this is 
becoming the key test as to the capacity of our Democracy 
for self-discipline. 

One way in which the President's hand can be greatly 
strengthened in this area is for Congress to give him item, 
or line veto powers. By vigorously advocating and supporting 
the granting of such authority, the Chamber could make a 
major contribution to the problem of holding down unneces- 
sary expenditures. 

C. An even more promising area for long-range economies 
is that of reorganizations in our military establishment. The 
current assignment of roles and missions was established 
when technology was much more elementary than now. It 
was based essentially on means of transportation: the Army 
was responsible for everything moving on land; the Navy 
was responsible for the oceans and the Air Force for control 
of the skies. 

But the extraordinary complexity and destructiveness of 
modern weapons and the increasing range of delivery capa- 
bility are tending to make this traditional division of functions 
meaningless. It-is difficult to know whether a ballistic missile 
should go to the Air Force because it flies through the air 
or to the Army because it is fired like an artillery projectile, 
or to the Navy which has the flexibility of movable bases. 
As a result, each new technological invention—and they 
succeed each other at an unbelievable rate—leads to an end- 
less wrangle about which service should control it. Therefore, 
too, each service is urgently pressing the development of new 
weapons in all categories without sufficient regard for the 
program of other services, because the service which gets 
there first hopes to control the weapon and the budgetary 
allocation which goes with its production and use. 

Now, some competition in weapons development is vital, 
since superior quality of weapons is basic to our survival. 
However, much of the present competition is unnecessary and 
costly both in terms of duplication and of our total national 
security. With the scarcity of top-flight scientists, why should 
three groups be working on the same problem of developing 
guided missiles in all their stages? The basic problem is a 
lack of overall strategic plans and clearly defined and desig- 
nated roles for the three services to carry out the plans. 

A solution to this problem of duplication is made difficult 
by the organization for developing our strategic plans. The 
recommendation for the assignment of roles and missions 
comes from the Joint Chiefs of Staff composed of a Chair- 
man and the Chiefs of the Army, Air Force and Navy. Thus, 
the Joint Chiefs reflect the same differences which produced 
the interservice disputes in the first place. Chiefs of services, 

overburdened with administrative responsibilities and respon- 
sible for the morale of their organization are asked to 
adjudicate disputes and to develop doctrine which may involve 
the very existence of their service. Interservice rivalry and 
wasteful duplication of effort are inherent in the current 
assignment of missions and in the organization of the Defense 
Department. 
A system must be set up where clear decisions can be made 
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from an overall national point of view. Possible solutions to 
this problem might be to have either a military staff for the 
Defense Department separate from the three service staffs, 
and reporting directly to the Secretary and President, or to 
give the Chairman of the Joint Chiefs of Staff much greater 
power and a staff independent of the three services. Today 
the Secretary of Defense has inadequate control over expendi- 
tures because he has no way of determining an overall 
strategic plan and of assigning an integrated program of 
roles and missions to the three services, except on the basis of 
the recommendations which the three services give him 
through the Joint Chiefs. And the Joint Chiefs, however 
hard each one of them might try as an individual, do not 
stand above the interservice rivalry; on the contrary Defense 
Department organization makes them an expression of it. 
The President, as you may know, has consistently supported 
a greater degree of unification of the services. This is a 
major problem area and it must be faced realistically. 


IV 


Now, in conclusion, let me summarize: 

First, the facts seem to indicate the Federal expenditures 
for '58 at levels recommended by the President would not, 
in view of the great increase of our gross national product, 
put dangerous inflationary pressures on the economy. 

Second, the record of the past five years clearly shows that 
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taxes at present levels—much as we dislike them—have not 
prevented an acceleration in the dynamic growth of our 
economy. 

Third, the President’s record for economy and holding 
down expenditures has been outstanding. The major increases 
since the low of '55 have been in those areas beyond his 
control and for critical national defense items. 

Fourth, major savings can be effected only in these ways: 

a. By the, entire nation exercising more self-restraint in 
putting special interest pressures on Congress; 

b. By giving the President the right to veto individual 
line items; 

c. By reorganization in the Defense Department staff setup 
which will permit overall strategic planning and determina- 
tion of weapons use, roles and missions for the three services 
exclusively on a national interest basis. 

These then, gentlemen, are the most important areas where 
we have an opportunity to control rising Federal costs and 
strengthen our national defense. We must face them squarely 
sooner or later—in my opinion the sooner the better for 
the security and well-being of our country as well as of the 
free world. They are in line with the recommendations of 
the Chamber of Commerce and I am confident that your 
organization could play a major role in bringing them about. 
By so doing, you will gain the everlasting gratitude of the 
American people. 


6 °e 
Making the Case for Private Property 
THE RIGHT TO CONTROL THE FRUITS OF ONE’S OWN LABOR 
By LEONARD E. READ, President, The Foundation for Economic Education, Inc., Irvington-on-Hudson, New Y ork 


Delivered before the 25th Annual Convention, Edison Electric Institute, Chicago, Illinois, June 4, 1957 


NE OF THE LEADING ISSUES in the world today is 

posed by the question, “What is mine and what is 
thine?” 

Lined up on one side are those who believe that any person 
has the moral right to the fruits of his own labor. Such 
believers, if consistent in their thinking and actions, are sup- 
porters of private property, free market, willing exchange, 
limited government concepts. The grandfathers of these folks 
called themselves “liberals,” meaning that they believed 
that man should be freed or /iberated from government 
domination. Now that this term, with its favorable semantic 
overtones, has been successfully expropriated by those with 


opposite convictions, these devotees of liberty call themselves. 


“individualists,” “conservatives,” and increasingly, “libertari- 


Lined up on the other side are those who believe that the 
individual should produce and live his life for the group, for 
society, for the collective. The matter of rights is reversed. 
Instead of the individual having a right to the fruits of his 
own labor, they hold that the individual has a right to the 
fruits of the labor of all others. Such a belief has no manner 
of fulfillment except in “public ownership’—a nice-sounding 
term for government control and domination of the means 
of production. These folks, composed of Democrats and Re- 
publicans, now call themselves “liberals,” although a few 
quite proudly confess to being “socialists,” or even “com- 
munists.” 

Your speaker proudly classifies himself as a libertarian, 
the espousal of this philosophy being both his vocation and 


avocation. He is primarily interested, as he must assume this 
audience is, in the problem of how private property and 
related concepts can gain a wider acceptance. The fact that 
our side has been losing the argument, that socialism under 
numerous other labels is more agreeably accepted today than 
yesterday, than two decades ago, or at any time since the 
signing of the Declaration of Independence, suggests that 
the solution lies deeper than most of us are prone to believe. 
Let us, therefore, probe briefly into the subject of freedom, 
for unless a person is free to do as his conscience dictates with 
the fruits of his own labor, there can be no such institution as 
private property. 

The problem of freedom is both psychological and socio- 
logical. By all that is good and holy, we should be devoting 
ourselves exclusively to the psychological part of the prob- 
lem. This has to do with man freeing himself from his own 
fears, his own superstitions, his own frustrations, his own 
meager perceptions, his own ignorance. This is a chore of 
infinite dimensions. 

By all that is good and holy, we should not have to spend 
a moment of our time on the sociological part of the problem, 
this having to do with man imposing his will upon other men; 
this having to do with authoritarianism. What moral right, 
for instance, has any person on this earth to control or to 
direct forcibly what another shall discover, invent, create; 
where he shall work, what wage he shall receive, what hours 
he shall labor, or what and with whom he shall exchange? 
Most of you will agree that no person has any such right, 
nor any two persons, nor any 170,000,000 persons. 
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Man's moral right to inhibit the actions of others is 
extremely limited. To demonstrate: Man's energy manifests 
itself in two ways—destructively and creatively. If I were 
to use my hand to paint a picture, to write a book, to build 
a dynamo, to strew seed, these would be examples of my 
energy manifesting itself creatively. If I were to make a 
fist of this same hand and sock you in the eye, that would 
be an example of my energy manifesting itself destructively. 

Man has the moral right to inhibit the destructive energies 
of others; he has no moral right to control or forcibly to 
direct the creative energies of others. Yet, herein lies the 
root of this issue. To establish the fact that it is the issue, let 
us take a few brief glimpses at our own history. 

We began in a condition of pure and unadulterated com- 
munism. I refer to the year 1620, to our Pilgrim Fathers. It 
made no difference how much or how little any member of 
the colony produced; everything went into a common ware- 
house under authority, and the authority doled out the pro- 
ceeds according to the authority's idea of the need. This 
procedure—from each according to his ability, to each accord- 
ing to his need—was held forth two centuries later by Karl 
Marx as the ideal of the Communist party. 

There was a compelling reason why this communistic 
practice was discontinued. Many members of the colony had 
starved. Too often the warehouse ran out of provender. 
Governor Bradford, in discussing the problem with the re- 
maining members of the Colony, decided that, come next 
Spring, they would forego the communistic way of life and 
try another plan—that each was to have what he himself 
produced! Come next Spring and not only were the fathers 
in the fields, but the mothers and the children were there also. 

It was the adoption of this private property practice, the 
acceptance that each had a right to the fruits of his own labor, 
the approval of “to each according to his merit,” that began 
the American Way of Life, that initiated an era of progress 
and prosperity. 

Sooner or later, such a way of life was certain to have its 
influence on the political institutions. The Declaration of 
Independence, the Constitution and the Bill of Rights were 
natural outgrowths of a freedom to act creatively as one 
chooses. 

This was the real American Revolution—not Valley Forge, 
Yorktown, and other military conflicts. The American Revolu- 
tion was a revolutionary idea! It was a revolt from the Old 
World form of a sovereign state and a subject people to the 
New World pattern of a sovereign people and a servant state. 
These American political instruments were not aimed as 
prohibitions against the people; they were limitations on 
government, and unprecedentedly successful limitations. Gov- 
ernment was limited to inhibiting and penalizing the de- 
structive actions of men, or doing for everyone equally that 
which each had a moral right to for himself, of evoking a 
common justice.! 

What were the effects of thus limiting government? 
First, there wasn't a citizen who turned to government 
for succor. Government had nothing to dispense nor did 
it have the power to take from some and give to others. 
Under these circumstances the citizens assumed the responsi- 
bility for their own welfare. This made for a self-reliant 
people. Second, with government limited to inhibiting 
destructive actions and with no control over creative actions, 
the creative energies of the people were freed, released. The 
combination of self-reliance and the freeing of creative human 
energy seems to have had a major part in the phenomenon 
we refer to as the Miracle of America. 


1. Slavery was one of several exceptions to the American principle. 
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However, something happened to this wonderful pattern. 
Government is nothing more or less than individuals or- 
ganized into a compulsive apparatus, individuals who are 
no more immune to affluence and power over others than 
are the rest of us. These individuals, having a monopoly of 
force at their command, soon discovered that they could 
intrude into the creative activities and the productive enter- 
prises that the citizens had reserved for themselves. They also 
found out that they could, by the use of force, collect the 
wherewithal to make up the deficits their operations incurred. 

I would like to suggest that to the extent to which govern- 
ment in America has departed from its negative function of 
inhibiting destructive actions and has entered into the control 
of creative actions, to that extent has socialism or communism 
grown in our homeland; to that extent have private property, 
free market, limited government concepts and practices been 
destroyed. Can we be at all precise in measuring the growth 
of socialism and the consequent loss of freedom? Not too 
precise, but we can get an idea of the trend by measuring the 
loss in freedom of choice the average citizen has experienced 
over the years with his income dollar. 

A little more than a century ago the average citizen had 
a 95-98% freedom of choice with each income dollar. That 
was because the take of government—federal, state, and 
local—was 2-5% of all earned income. But, as government 
departed from its limited position and entered into enterprise 
after enterprise, and as it assumed more and more the responsi- 
bility for the welfare of the citizens, the take of all earned 
income, percentagewise, increased. Today, the take is about 
33%. 

Some persons who dislike facing up to problems contend 
that this is mot too serious, that, on the average, the citizen 
still has a 67% freedom of choice with his income dollar, 
that that’s not bad. Such persons, however, fail to realize 
what experience reveals—the tendency toward inflation— 
increases in the volume of money—as the government's take 
of earned income grows larger. This increase in volume of 
money results in a lowering of the money’s value and prices 
rise correspondingly. 

Government in America has rather rapidly increased its 
take of earned income. Have we increased money volume? 
Yes, about 700% since we began deficit financing and the 
monetization of debt. What has happened and is happening 
to dollar value and to the price level needs no more comment 
than the fact that our dollar has lost 27% of its purchasing 
value in the last ten years. To assess the fiscal consequences 
of government run riot, it is useful to take a look at France, 
which, in numerous economic respects, resembles the U. S. A. 
In 1914 France began a program of governmental expansion, 
of the government assuming the responsibility for the welfare 
of its citizens. It is clear that these governmental welfare and 
economic direction and control programs are more and more 
financed by inflating the money. The people too often demand 
this head-in-the-sand means of escaping the penalty of their 
errors. What, in the brief span of 43 years, has happened to 
the value of the franc? It has lost more than 992% of its 
purchasing value! 

And, what has happened to the price level? I recall having 
a dinner in Paris in World War I days. The price was five 
francs, the equivalent of a 1918 dollar. My next visit to 
Paris was in 1947. I took a friend to luncheon. The check 
was for 3,400 francs. Two of us went to the same restaurant 
two years later and the check was for 4,100 francs. 

Visualize with me, please, a young Frenchman in 1914. He 
was 22 years of age, forethoughtful, concerned about 1957 
when he would reach retirement. So, to protect himself, he 
purchased a paid-up annuity, one that would return him 
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1,000 francs per month beginning January 1957. In 1914 he 
could have lived adequately on such an income. But, today, 
that 1,000 francs wouldn't purchase more than a very poor 
meal—one very poor meal in a whole month! Careful ex- 
amination will reveal that the reason for this starvation con- 
clusion is precisely the same reason that caused members of 
the Pilgrim Colony to starve: applied socialism! 

Should you care to test the historical validity of the above 
cause and effect sequences, 1 would refer you to some of the 
countries that we regard as being in socialistic and financial 
difficulties. As short a time as 28 years ago, the take of earned 
income by government in Russia was 29%. At that time in 
Germany, it was 22%; in France and England it was 21%. 
I repeat, we are now at 33% and there itsn’t a single bul- 
wark against greater and greater takes except unreliable and 
unpredictable political expediency. 

What can we do about this menacing situation? 

The first necessity is a clear understanding of the type of 
unwisdom that grows so rapidly. What is the cell in the 
body politic that has such a capacity for inordinate growth; 
that gives rise to the social cancer? We aren't likely to solve 
any problem until we know from where the trouble stems. 

This cell can be isolated and defined. It is in the form of a 
belief, a rapidly growing belief. It ts a belief im the use of 
organized police force—government—as the means of con- 
trolling and forcibly directing the creative activities of the 
citizens within our society. Think of the distinction between 
this use of force and the use of force limited to the inhibition 
of destructive actions. 

Government housing will illustrate the point as well as 
TVA or any other of numberless socialistic ventures. 

I can remember the time when and if we wanted a house 
or housing, we relied on private enterprise. First, we relied on 
the person who wanted a house. Second, we relied on the one 
who wanted to construct it. Third, we relied on the one who 
wanted to loan the money for the tools, the labor and the 
material to build it. Under this system we built more square 
feet of housing per person than ever existed in any place on 
earth. Yet, in spite of this remarkable accomplishment, more 
and more persons are currently believing that the only way we 
can have adequate housing is to use the agency of force— 
government—to take the earnings from some and give these 
earnings, in the form of housing, to others. In short, we have 
here again the belief in and the application of the Marxian 
ideal—“From each according to his ability, to each according 
to his need” —by force. 

There is not a segment of the whole economy left un- 
touched by this Marxian practice, for it is in the economic 
bloodstream, the medium of exchange. 

Now, as this belief in the use of force increases, the belief 
in free men acting privately, competitively, voluntarily, co- 
operatively, decreases. As the belief in compulsion rises, the 
belief in freedom falls. Isn’t this axiomatic? 

The solution to this problem, then, must take a positive 
form: namely, the restoration of a faith in free men. This is 
much easier to admonish than it is to accomplish. 

Let me give you examples of how faith in free men is lost. 
If I were to ask the citizens here in Chicago, “Should the 
government deliver the mails?”, most of them would reply, 
“Certainly!” Why this certainty? The answer seems clear. 
Our government has had a monopoly of this particular, 
productive activity for so many decades, has preempted it for 
so long, that all entrepreneurs have given up any thought as 
to how it might be conducted as a private enterprise. They 
don’t even speculate on it as a possible opportunity. 

Recently, I asked myself several questions: Don’t we deliver 
more pounds of milk every day than mail? Isn’t milk more 
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perishable than a love letter or a catalogue? Isn’t milk de- 
livered more promptly, more efficiently, more cheaply than 
mail? Why couldn't private enterprise deliver the mail? We 
deliver freight. That’s heavier. But, no, we have lost faith in 
ourselves as free men to undertake this simple task. Men who 
get coal out of the ground in Pennsylvania, transport it to 
New York, convert its energy into an invisible power that 
flows through wires to heat my ovens, light my home, wash 
my dishes, sweep my floors, shave my whiskers, cool my food, 
wash and dry my clothes, warm my bed, and perform number- 
less other miracles; men who build winged things that can 
convey more than 100 individuals from Seattle to Baltimore 
in less than four hours; these men—most of them—have lost 
faith in themselves to deliver a letter! This is no less a fact 
than it is an absurdity. 

Now, for a hypothetical example: Imagine that the federal 
government had, 180 years ago, decreed that all children 
should receive, for free, shoes and stockings from the time 
of their birth until adulthood; that this practice had been 
going on since the very beginning of our political establish- 
ment. Next, imagine someone today questioning this practice, 
insisting that shoes and stockings should be a family, not a 
government, responsibility. Do you know how most persons 
would respond to such “heresy”? They would say, “But, you 
would let the poor children go unshod!” However, in this 
imagined example, where we haven't invoked the use of 
government force as yet, we can observe that children, rich 
and poor alike, are better shod here where the responsibility 
is on the family than in countries where the responsibility for 
welfare is entirely governmental. 

Or consider this depressing but not too unlikely possibility: 
In the year 2,000 A.D., only 43 years hence, the power and 
light industry may have been nationalized or “municipalized” 
—in any event, socialized—for more than a decade. Then, 
let any one of us suggest that power and light ought to be 
a private enterprise activity. | can assure you that the sug- 
gestion would be received with the same degree of popularity 
as it would if it were made in Moscow today. American men, 
in these circumstances, would have lost faith in themselves, 
acting freely, to produce and distribute electrical energy. 

Would you like to know what my faith is in free men? It 
can be stated in one simple sentence: | actually believe that 
you—and I don’t care who you are—can control your creative 
actions better than I can control your creative actions. Reflec- 
tion will reveal this to be a most radical view, so radical that 
few persons share it. This, it seems to me, is the kind of a faith 
that must be renewed where it has been lost, and discovered 
where it is unknown, if the belief in force as a means of in- 
ducing creative action is to halt and then recede. The building 
of this faith is the essence of making the case for private 
property. 

But you who are in the power and light industry must not 
remain idle except when socialism is dimming your own 
lights. Socialized housing or farming or medicine or whatever 
requires the same alertness on your part as does socialized 
light and power. Would you be any less alarmed if your physi- 
cian reported that you had cancer of the large intestine instead 
of the brain? Well, the belief in force as a means of creative 
accomplishment is of the same order. It matters not where the 
belief manifests itself; all else in the body politic is threatened 
thereby. You cannot, for instance, admit the propriety of 
price supports to farmers or government housing or govern- 
ment loans to foreign countries or government delivery of 
the mails or subsidized navigation aiming at lower priced 
coal without making the case for government light and power. 
Involved, when admitting the expediency of socialism in any 
creative activity, is the radiation of the same evil principle 
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that nearly destroyed the Plymouth Colony. It is as necessary 
that you stand for private property principles for all produc- 
tive enterprises and for all creative activities as you do for your 
own industry. The exception-maker is socialism’s only ally. 
For there isn't a sane man on the face of the earth who is a 
consistent socialist, who believes 100% in coercion as a means 
of creative accomplishment. Marx, Lenin, Stalin were but 
glaring examples of exception-makers. They differed from 
American exception-makers not in kind but only in degree. 

It ought to be clear how woefully ineffective all of us are 
who come to life only when our own ox is being gored. But 
imagine the effectiveness of the medics and others coming to 
the aid of the power and light industry when “public owner- 
ship” campaigns are on the rampage! And, equally, how 
effective you would be when making the private property case 
for others! Thinking of each industry and of each profession 
as a minority, | am reminded of this wise advice: 

“If these minority groups would save their own skins and 
their own souls, they would first fight for the rights of 
all men; second for the rights of others than their own; 
and last, if at all, for their own.” 

I will conclude this paper by discussing briefly the methods 
for developing a body of private property, free market, limited 
government understanding. The most popular method is re- 
ferred to as “selling the masses,” or, ‘selling the man in the 
street.” We have been admonished so often to “sell the man 
in the street” that recently, figuratively speaking, I rushed 
into the street to see what kind of educational chore it 
would be to educate the man in the street. Whom do you 
think I found in the street? None other than myself! 

This “selling the masses” approach is founded on the un- 
supportable notion that you or I can, if we have money enough 
and adequate broadcasting facilities, reform someone else. The 
shallowness of this popular fallacy can best be exposed by 
presenting what I, at least, believe to be the right method. 

Widening an understanding of private property and related 
institutions does involve influencing other persons, but we 
need to reflect on the nature of influence lest we do more 
damage than good. 

There is, for instance, influencing others to buy soap, autos, 
watches, corn flakes, Revlon—things that satisfy desires of 
the flesh. This, however, requires a far different approach than 
the influence which has to do with the communication of 
ideas, ideas being accomplishments of the intellect. 

Confining my observations to the communication of ideas, 
it seems that this type of influence divides into two parts— 
the rational and the nonrational. The nonrational type is useful 
for our adversaries, those who would destroy a free society. 
Slogans are of this type. The slogan, “Kill All The Jews,” was 
most influential in getting millions of Germans to follow a 
madman. Clever cliches qualify as nonrational. Such cliches as, 

Human rights are above property rights,” or, “What would 
you do, let them starve?”, have effectively influenced Ameri- 
cans to elevate charlatans to important public offices. My best 
example of a nonrational device is the man with a messianic 
voice, one who can stand before a crowd of a hundred thou- 
sand people and whip the crowd into a maniacal frenzy. This 
frenzied mob can be ever so influential in maiming, killing, 
destroying. But can you imagine the frenzied crowd inventing, 
discovering, creating? What I am trying to suggest is that our 
work must not be in the nonrational, destructive area, but 
rather in the rational, creative area. By this I mean the ad- 
vancement of understanding. Of what? Of our own philos- 


ophy! 

There are many causes for socialism’s growth, but one cause 
is in crystal-clear outline, a cause with an attainable solution. 
Ic is this: So little stands against socialism! In short, there 
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are very few among all the millions in America who are 
skilled, accomplished expositors, explainers, interpreters of the 
private property, free market, limited government philosophy. 
Oh, yes, there are many who despise socialism, who damn 
communism, who resent present trends, but how few there 
are who can attractively and persuasively make the case for 
‘our own concepts! A convincing way to grasp the import of 
this deplorable situation is to examine your own personal 
acquaintances. How many in all the hundreds each of you 
knows qualify not in my, but in your own, estimation? Few, 
I'll wager! 

The solution to this problem, then, must be the advance- 
ment of an understanding of our own philosophy. It’s a learn- 
ing problem. Now, the learning process presupposes two 
conditions: 

1. A person who has the desire to learn a given subject. 
(No person can ever know how to make the case for 
private property unless he has the dessre to learn how 
to do it.) 

2. A source from which the learning may be drawn. 

It follows from this reasoning that we need many thousands 
—tens of thousands—who have a desire to learn libertarian 
ideas and ideals. What is it then, that can create this needed, 
widespread desire? It is the second part of the above equation, 
a source from which the learning may be drawn. 

Let me illustrate: Until recently there was no widespread 
desire to understand nuclear fission. But the moment someone 
discovered how to release atomic energy, the moment this 
knowledge existed in the mind of an individual and was com- 
municated, that moment witnessed a desire to learn about it 
on the part of thousands of others, others who had an aptitude 
for the subject. It was the source of the understanding that 
created the desire to learn. 

It seems, therefore, that we are confronted with the problem 
of developing sources of private property understanding. Now, 
the technique for developing sources of understanding is 
vastly different from the “selling the masses” approach. Let 
me illustrate this important distinction: 

I belong to a golf club composed of 250 dubs among whom 
I am a distinguished incompetent. Let’s assume that my object 
in this golf analogy is to get all of the members of St. Andrews 
to become scratch golfers. Suppose I try the “selling the 
masses” technique—admonishing, exhorting my colleagues to 
play scratch golf; I, the dub, doing this. Such behavior on my 
part, I submit, would be repellent and, if I persisted in it, my 
resignation would soon be suggested. 

Now, let's try solving the problem of increasing the number 
of scratch golfers the other way around, the way I insist we 
must approach the problem of increasing private property 
understanding. First, let me try desperately to become a 
scratch golfer myself. Next, make the assumption that I 
succeed. This attainment, I submit, would be attractive. All 
of my friends would come to me and say, in effect, “Read, 
won't you please teach me?” In short, this development-of-self 
or improvement-of-source method is the only way I have of 
improving the golf of others and I contend that this same 
method is the only way either you or I have of improving the 
private property understanding of others. 

I wish I could claim credit for the following verse: 

“And so I hold it is not treason 

To advance a simple reason 

For the sorry lack of progress we decry. 
It is this: Instead of working 

On himself, each man is shirking 

And trying to reform some other guy.” 


The twin institutions of private property and the free 
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market—neither is possible without the other—compose the 
kingdom of the Golden Rule on earth. This is but another way 
of saying that when each is permitted the fruits of his own 
labor, is free to participate with all others in willing exchange, 
and is protected against unwilling exchange, that then and 
only then are we not doing to others that which we would not 
have them do unto us. 

We must, moreover, fully appreciate that these institutions 
have only been approached; that they are by no means easily 
attainable realities, but, instead, are ideals toward which to 
aim and strive; that they can be supported with the same 
zeal and pride as can the virtues of justice and integrity. And 
we must confess to ourselves that our inabilities to understand 
and to explain them, attractively and persuasively, are short- 
comings in the most fundamental aspects of business manage- 
ment and entrepreneurship. 

Of greatest importance is a realization of who is to blame 
for these shortcomings. It is improper for me to lay the blame 
on someone else. So far as I am concerned the blame is mine. 
So far as this audience is concerned, it is appropriate for each 
of you to examine the potentially skilled libertarian sitting 
in your seat. 

Our philosophy will prevail only when it has thousands 
of sources, individual wellsprings from numerous walks of life, 
persons who qualify as teachers. Teachers, however, are never 
self-designated. The dub golfer or the would-be chef may try 
to bend others to his arts, but, unless they regard his accom- 
plishments as superior to their own, they will pay no heed to 
his counsel. They, not he, decide who their teachers will be. 
Others select their teachers precisely as you and I choose ours: 
We sit at the feet only of those who in our judgments have 
something to give. In short, it is the person with the receiving 
set who does the tuning in, not the broadcaster. The broad- 
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caster is constantly faced with the problem of his own perfec- 
tion, that is, if he would be “tuned in.” 

It is not enough for us to be against so-called public owner- 
ship. Nor is it enough to be for private ownership. The right 
to control the fruits of one’s own labor, without which neither 
property nor liberty can exist, depends on nothing short of 
eloquence—the skillful articulation of the ideas and ideals on 
which this right rests. 

I am not contending that everyone can become a great 
master of private enterprise exposition. | am arguing that 
every last one of us can and should make the effort, not half 
heartedly, not as an off-hour exercise, but as an integral part 
of our every word and deed. Nothing less is at stake than the 
fulfillment of our personal obligations as business stewards, 
the existence of productive enterprises and the open door to 
opportunity for all, now and as far into the future as we can 
see. 

And, finally, let us not be so busy building our skyscrapers 
higher and higher that we can find no time to examine thei 
foundations. 

May the historians a millennium hence, when reflecting on 
this era, be inspired to observe: Men, bearing heavy and grave 
responsibilities, of a sudden become acutely conscious of their 
society's mad rush into political giantism. Instead of trying to 
reform others they perfected their own understanding and 
their skills of exposition to the point that great numbers 
sought their counsel and heeded their words. They became 
leaders by becoming intellectually and spiritually attractive 
and thus they replaced the pseudo-leaders whose only tool had 
been might. Later generations, appreciating the fact that they 
had come to the aid of their country in the nick of time, 
referred to them in such approving terms as, “The good 
builders,” and, “The practical men of the twentieth century.” 
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F THE MAJOR TRENDS in our country of the last 
twenty-five years are mot reversed, we will end wp in 
the same plight as Great Britain and France now find 

themselves—or perhaps in an even worse condition. It is a 
great pity that the only true free enterprise system today, 
which saved the world from tyranny in World War I, from 
nazism and fascism in World War II, and the only power 
capable of saving the rest of the world from enslavement, 
has been allowing itself to bleed to death because of failure 
to face the facts as they exist and to take appropriate action. 

A trend can be stopped or reversed only if the underlying 
causes are discovered soon enough and eliminated. This, I 
submit, we have not done. We have preferred optimistic 
forecasts and pleasant prophecies. 

Can we not agree that our recent years have been dominated 
by inflation? Why should we expect this trend to stop? We 
are now caught in a vicious circle; the more the government 
spends, the more inflation; the more inflation, the higher 
the government expenses. Another vicious circle is the con- 
tinuing increase in labor costs. The higher the labor costs, 
the higher the prices, the more inflation; the more inflation, 
the higher the labor costs and prices until the bubble bursts, 





as it must! 

Budgets, federal, state and local, have been rising and will 
continue to rise despite pious speeches made about cutting 
government expenses. Consumer prices, which have doubled 
since 1939, will continue to go up as they have in recent 
years despite promises made by those who ought to know 
better. Confiscatory taxes of business firms and the individual 
will continue to go up despite talk of tax cuts and they will 
continue to go up at the federal, state and local level unless 
the underlying reasons for their rise are changed or eliminated. 
There is no indication that those who promise tax cuts are 
doing any more than wishful thinking. As a nation we seem 
to prefer dealing with symptoms rather than the disease 
itself. 

Featherbedding and restrictive practices by labor union: 
sap the great productive power of our country and will con 
tinue to do so unless this trend is reversed. Restrictive prac- 


tices are reducing employee productivity and potential pro- 
ductivity, soaking up the benefits that should be derived 
from automation and better tools and machines. 

It is predicted that by 1975 we will have a population of 


220 million and that 12 to 15% of that population will be 
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over 65 years of age, with fixed incomes steadily purchasing 
less as the value of the dollar is reduced. This inflationary 
squeeze will make it exceedingly difficult for this group to 
exist except at the lowest living standard. Further, in 1975, 
despite increased automation and greater productive know- 
how, the labor force to support a population of 220 million 
will be inadequate because of the higher proportion of those 
under 21 years of age and those over 65 years of age. 

Unless labor statesmanship reverses its present type of 
leadership—which still behaves as if we were living m the 
depressed 30's stead of the prosperous 50's, the present trend 
of giving less and less work for more and more money will 
so reduce our productive power that we may achieve full 
employment in a decaying economy. If the average worker 
knew where this process will lead him and our country, I 
am certain that he would stop, look and listen, for the in- 
evitable results of continuing these policies will be the com- 
plete elimination of the profit incentive resulting in socialism 
and slave labor. Russia is a good example of a country with 
full employmeny bureaucratic mismanagement (as evidenced 
by recent proposals for reorganization) captive unions, and 
a very, very low standard of living. 

It is significant that a person of the economic persuasion 
of writer John Dos Passos says that the best way to put a 
man in the frame of mind to learn is to give him a “good 
scare.” His “scare” follows: “One of our problems today is 
how to control and direct our own American type of socialism. 
If we don’t, socialism will run mad as it has in Russia and 
China.” Dos Passos is calling a spade a spade and correctly 
characterizing the present trend of our economy. 

Here is another “scare” which I hope will arouse the 
American people out of their lethargy before it is too late. 
Dr. Karl Fuerbringer, (Viennese economist, translated by 
H. Howard Thurston) says, “If socialism, a scheme of medioc- 
rities rather than men of proven ability, is financially un- 
workable, what happens when the United States is at last 
socialized by confiscatory income taxes and strangulation of 
industry in the British manner? Without a capitalist nation 
to produce wealth, civilization may expect chaos.” 

What good will it do labor to get higher and higher wages, 
shorter and shorter hours, more and more restrictive and 
featherbedding practices if in the end union members become 
the victims of labor dictators, or find themselves paid with 
i dollar that is almost worthless? Somehow we must get across 
to the working man in this country that the ideas contained 
in a letter sent by Walter P. Reuther to President Eisenhower 
on November 28, 1956 apply to labor as they do to the other 
segments of our economy. Mr. Reuther stated: 

Ours is the challenge of achieving the delicate economic 
balance within the framework of our free economy in 
which we encourage maximum voluntary economic de- 
cisions, with a minimum of governmental economic direc- 
tives. The degree of government interference into our 
economic life will be determined in a large measure by the 
degree of social and moral responsibility and concern for 
the general welfare that free economic groups demonstrate 
in making their voluntary economic decisions. When free 
economic groups fail to carry out their basic social and 
moral responsibilities to the community as a whole, the 
vacuum created by such failure will inevitably be filled 
by greater government intervention into the economic 
sphere and the area of voluntary economic decisions will 
be narrowed in like proportion.” 

I would like to go back and quote again one sentence from 
this letter 

The degree of government interference into our economic 
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life will be determined in a large measure by the degrec 

of social and moral responsibility and concern for the 

general welfare that free economic groups demonstrate in 
making their voluntary economic decisions.” 

Mr. Reuther, by his actions, seems to think that the “social 
and moral responsibility and concern for the general welfare” 
applies to every segment of our society except labor unions. 
I insist, on the other hand, that labor unions have a decided 
moral and social responsibility for the general welfare of our 
economy and society and that with very few exceptions, 
present labor leadership is not supplying it. The moral and 
social responsibility of labor unions to the general welfare of 
our economy may in the end be the determining factor of our 
whole way of life because of the great strength of labor 
unions both in numbers and accumulated wealth. I suggest 
also that political parties may give in to the demands of 
labor unions to win support of their members although such 
“friends” may prove labor’s worst enemy. 

We have heard a great deal about labor’s productivity 
but the fact is that labor’s productivity is the result of better 
tools, better machines and innovations in production know- 
how. We must not forget also that in past years there has 
been a shift of workers from the farm to industry, from low 
productivity on the farm to very high output in industry, 
thus accounting for part of the increase in labor productivity. 
How long these factors will be able to counter-balance feather- 
bedding and restrictive practices artificially forcing a low 
output per man-hour is a crucial question. 

The Congress of the United States should at the earliest 
possible opportunity make a thorough investigation into the 
featherbedding and restrictive practices which will ultimatel 
strangle our economy if unchecked. \t must protect labor 
against itself as it is now protecting labor's rights and pension 
and welfare funds which apparently the labor unions were 
unable to do for themselves. 

An investigation into the building industry, for example, 
will show that it is riddled with featherbedding and restrictive 
practices. In the April issue of Fortune magazine, there is a 
statement which I know to be true from my own experience 
as a builder of branch stores for a large department store. 

“The building industry has done nothing to end labor 

practices that demand a day’s pay for an ‘engineer’ to press 

a button starting a cement mixer at the beginning of the 

workday, press the button once again at the day’s end.” 

This is not an isolated example. I remember having to 
discard about $25,000 worth of metal shelving and substitute 
wooden shelving because two labor unions insisted that each 
had the right to make the installation and each threatened 
to strike if the other did the job. If one union struck, al! 
the other unions on the job—and there are many on a building 
project—would walk off, too. 

I remember one man sitting on the roof of the building 
under construction, day after day, doing absolutely nothing, 
but he had to be there to represent his union because of some 
restrictive and featherbedding interpretation union leaders 
made for the particular job. 

The high cost of building which practically makes it im- 
possible to produce housing at prices the general public can 
afford to pay, will continue so long as we permit restrictive 
featherbedding practices to exist in the building industry 
today. In this connection, Fortwme quotes a pertinent excerpt 
from House and Garden: 

“Costs hardly seem to matter if you could just get FHA 

to cover them in its appraisal . . . We learned to hide in- 

creased costs under easier terms. What difference did it 
make if your price went up from $10,000 to $12,000 if 
extending the mortgage from 15 to 20 years made the 
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monthly payment lower on the higher price. The truth is 
that it made virtually no difference at all to the builder so 
long as the easy mortgage money lasted, and so long, of 
course, as climbing costs had not too drastically narrowed 
his market.” 

Mr. Peter Drucker in his recent book, The Next Twenty 
Years has this to say: “Housing will be a major political 
issue—nationally as well as locally. We are at present building 
in the new industrial areas some of the worst slums this 
country has ever seen . . . These new slums are expensive but 
the fact that a tar paper shack costs $14,000 does not make 
it any less of a shack.” 

Those who keep agitating for cheap government money 
as the answer to building more and more houses, and of 
course at higher and higher prices, are following the dangerous 
pattern of the times. Getting a government subsidy has become 
a matter of “each for himself” rather than a matter of ethics 
and the well-being of our total society. Something is happen- 
ing to the moral fibre of our society. The so-called robber 
barons of the past would be shocked at the kind of invisible 
robbery we tolerate today. 

The tragedy slowly unfolding for us is the more serious 
because the big companies are no longer in the hands of the 
owners but in the hands of professional managers. Inevitably 
there must be a difference, and there is, between an owner 
and a paid manager. I believe it is not unfair to say that it 
is easier and safer for professional management to give in 
to union demands, no matter how unreasonable, and then 
pass the increased costs on to the consumér. In my humble 
opinion, I think that is exactly what has been happening. Once 
that pattern has been set, the small business man is com- 
pletely helpless and must accept higher costs whether he can 
afford them or not. As a matter of fact in many cases, such 
as the building industry, for example, the contractor works 
under the authority of the labor unions rather than vice versa. 

If what I have said thus far prompts someone to suggest 
that I am anti-union, I must state very emphatically that I 
believe in labor unions. I believe they could be and have 
been in many ways an asset to our economy. I believe in the 
right of labor to bargain collectively but I also believe that 
labor must voluntarily give of itself freely to raise production 
to even a higher level and make its moral contribution to our 
total social structure. I believe in higher wages when tied to 
increased productivity. I believe the workingman is first a 
citizen of the United States and only secondly a member of 
a labor union and labor leaders must not be allowed to behave 
as though a worker is first a member of a union and only 
secondly a citizen of the United States. 

These are the reasons why I chose the title, “What is Past 
is Prologue” and these are the issues we are facing today. The 
prologue must be judged by what has been done in recent 
years and on that basis we should not be surprised that the 
great economist, Joseph Schumpeter, just before his death in 
1949, stated that he was pessimistic about America’s ability 
to survive because he felt that the American public does not 
understand the danger of inflation and that inflation is 
destroying our society. 

This is a very serious indictment of the leadership of both 
our political parties because they know that to prevent in- 
flation we must resort to unpleasant and uncomfortable meas- 
ures. They know that those measures, for a time, may be 
even more unpleasant than those which were taken to combat 
depressions. But they have been reluctant to educate the 
public to the fact that it is not a depression that threatens our 
economy but that the imminent danger is inflation and the 
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destruction of the middle class. Historically, inflation has 
usually destroyed the middle class. 

The recent political campaign is a clear example of the 
lack of public interest in issues that so vitally affect the future 
of our country but were not debated. The public’s lethargy 
to the basic economic problem and the failure of courageous 
leadership to wake them up is a very serious threat to our 
country. 

In the face of what has been happening in the past, can 
those who glibly talk about any significant reduction in federal, 
state and local taxes be serious? Our people must not be 
misled by false promises and prophecies. As a matter of fact, 
the people who talk about reduction in government expendi- 
tures must know, for example, that at least 30% of the in- 
crease in defense procurement expenditures in the last ten 
years is due to the fact that prices have risen. Inflation ac- 
counts for at least 20% of all increased government spending 
in the last ten years. How can anyone promise significant cuts 
when month after month prices go up and the value of the 
dollar is eroding? 

The Economist, the noted British weekly, in a recent issuc 
presented the “Parkinson Law” which states that British gov- 
ernment employees multiply by about 5% a year even though 
their total output does not increase in proportion. This should 
have a familiar ring for us, too! 

The National Bureau of Economic Research found that 
in the United States between 1900 and 1950 labor rose 
about 125% while the number of government employees in- 
creased almost 500%. In 1900 one employee in 25 worked 
for the federal, state or local government. Now it is one em- 
ployee in every eight. In this connection the First National 
Bank of New York concludes that, “if these trends are pro- 
jected into the future, one finds that in the year 2069 we 
will all be working for the government.” 

I started with the statement that unless the trend of the 
last twenty-five years is reversed we will end up in the same 
plight as Great Britain and France or perhaps even worse 
There, featherbedding on the part of labor, restrictive prac- 
tices and confiscatory taxes have almost destroyed the economy 
and put them on the brink of, if not into, socialism. The 
incent‘ve to expand and to re-invest earnings in better and 
more productive machinery has been lost in these countries, 
knowing as they do that increased productiveness of machines 
will be soaked up by labor and any better profit will be con- 
sumed by taxes. 

If the trend here is not changed or stopped, it must 
inevitably bring us also to the brink, if not directly into, 
socialism and an economic system abhorrent to freedom-loving 
Americans. The real danger is that we are rapidly approaching 
the hour of decision and it will take many courageous men 
of stature who would “rather be right than president” to 
turn this tide. 

I sincerely believe that if the American people, all the 
American people, understand the real meaning of recent 
trends and where they are leading us, they will face up to the 
situation. It will not be necessary to feed them political tran 
quilizers in order to keep them ignorantly happy. 

I have great faith in the common sense of the American 
people and therefore I cannot help but believe that the right 
kind of leaders will emerge from labor, from government, 
and from industry, in time to save us from losing the social 
and economic system which has proved to be the bulwark 
against communism, nazism, and fascism and is the only 
strong social system left that the rest of the world can count 
on to keep it free. 
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VITAL SPEECHES OF THE DAY 


Hollywood: 
America’s Travelling Salesman 


SOLD AMERICA INTO MASS PRODUCTION 
By ERIC JOHNSTON, President of the Motion Picture Association of America 


Delivered at a Motion Picture Day luncheon of the New York Sales Executives Club, New York, N. Y., May 28, 1957 


It is now a half century since that shining moment when 
two gentlemen from Chicago got off a train in Los 
Angeles, California. These two harried heroes were on a 
quest that has outdistanced Jason's search for the Golden 
Fleece. They were making outdoor scenes for a motion picture. 
In California they hired a local, impoverished hypnotist to 
help them—do not forget the hypnotist!—and they com- 
pleted a cinema epic called The Count of Monte Cristo, which 
ran all of one thousand feet. Considering the lack of leisure 
time and labor-saving devices in those days, the film was 
probably long enough. 

The producer of this first film in Hollywood was Colonel 
William (Billy) Selig. Colonel Selig liked to call himself an 
entrepreneur,’ which is low French for a “sales executive.” 

The colonel believed in taking chances. He lost his first 
shirt running a health resort in Colorado. He lost his second 
shirt as a third-rate magician on the circuit, trying to pull 
healthy rabbits out of a disreputable hat. In the movies he 
earned—and lost—another shirt. One of his films—The 
Coming of Columbus—brought him a medal from Pope Pius 
X. A second—Ravished Armenia—ravished him into bank- 
ruptcy 

For all that, the colonel and the hypnotist launched Holly- 
wood's hypnotic spell at home and abroad, a spell which 
gathers us here today—fifty years after Colonel Selig’s pioneer- 
ing venture into Hollywood. We honor him. 

This afternoon I'd like to talk to you about Hollywood— 
the Hollywood I've known for the past dozen years—the 
Hollywood that is America’s travelling salesman to all the 
world, a salesman of goods and services, of language and cul- 
ture, of ideas and hopes. With or without our industry’s own 
adjectives, there has been no place like this particular Holly- 
wood before or since. 

For the Hollywood film has provided massive global com- 
munication which no other man-made device has ever 
equalled—-from Gutenberg’s movable type to—and including 

Dr. Zworykin’s television tube. Hollywood never had any 
such grand intention in mind. It didn’t mean to Communicate 
with a capital C—it merely wished to entertain. It didn’t set 
out as America’s or anybody else’s travelling salesman, or to 
spread culture, or enlightenment, or even the democratic way 
of life to our fellow residents of the earth. 

Hollywood rendered these and other services on the side, as 
by-products incidental to its mission of entertainment. It 
rendered these by-products successfully because it was extra- 
ordinarily successful in entertaining, and it is so today. 

With this preamble, I'd like to offer a personal testimonial 
at this anniversary meeting such as one might render at a 
Quaker meeting when the spirit moves. I've been part and 
parcel of the by-production rather than the production of 
Hollywood. 

In this industry what ultimately counts is the ability to 
entertain—the quality of Hollywood's ‘star dust and dream 


Th YEAR we mark Hollywood’s Golden Anniversary. 


stuff that reaches, excites, amuses and inspires people every- 
where who watch our films. I've rarely seen a movie—even a 
Grade B Western—which I'd really want to challenge for its 
ability to hold and move an audience. I've made a sizable 
number of speeches at home and abroad and possibly moved 
an audience or two, but I know my betters when I see them. 

Now, in speaking of Hollywood, I want to discuss these 
two points: 

First, the Hollywood motion picture as the great stimulator 
of mass production—the assembly line—at home and overseas; 

And, second, the Hollywood film as the pioneering and 
still tireless agent for American democracy and the fruits of 
democracy throughout the world. 

What has happened in these past fifty years—the time 
Hollywood marks in its golden iubilee? In this half century, 
the industrial revolution fulfilled its golden promise in the 
United States. We created the assembly line to meet the de- 
mands of our vastly expanding population. We created a 
great interdependent economy with jobs and incomes enabling 
all men to share in society's only tangible wealth—the prod- 
ucts and services that man himself can produce. 

It was this accomplishment of our people’s capitalism which 
Karl Marx—of the non-Hollywood Marxes—failed to pro- 
phesy or comprehend. It was this accomplishment which, in 
every communist country today, so perplexes and outrages the 
stubborn descendants of Karl Marx, who have little to offer or 
share but mass oppression, mass poverty and mass discontent. 

Our country’s great strength is founded on two “masses” 
which the unfunny Marx never really understood—mass 
production based upon, energized by, and successful in 
meeting mass demand. 

And here, I submit, is where Hollywood—the unrecognized 
Hollywood—first came in and comes in powerfully today. 
From its beginning, Hollywood has served as America’s 
master salesman despite itself. It has served in a way that 
sales executives and advertising executives cannot possibly 
serve, as adroit and resourceful as you may be. 

Hollywood sold mightily and still does because of its in- 
direction, because of its lack of selling intent. Hollywood 
simply portrayed the identifiable American family using the 
newest devices of our developing industries. It portrayed this 
family as people, not as “consumers,” as people using and 
enjoying products in their natural settings. In a unique and 
effective way, the movies cheerfully announced: “America, 
Come and Get It!” 

Now how did all this get started? The film’s power of 
suggestion—the suggestion of new styles, new devices, new 
methods—appeared in the very first pictures. The Great Train 
Robbery, for example, was designed to excite and entertain, 
not to step up the demand for railroad travel or even for 
burglary insurance. 

As the magic screen spread across our continent and then 
across other continents, Hollywood created demand for sewing 
machines, refrigerators, rumble seats, the pop-up toaster—the 
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ERIC JOHNSTON 


list is endless. It created demand for sleek porcelain bathtubs 
instead of the lion-clawed monstrosities of B.C.B.D.—before 
Cecil B. deMille—because people wanted sleek bathtubs and 
the bathtub industry was eager to accommodate them. 

Hollywood, as I noted, wasn’t trying to sell anything but 
motion pictures, which it did. But it also sold America into 
mass production, which wasn’t on its mind at all. It created 
demands of the most powerful sort. It provoked the handcraft 
home-builders of a generation ago into mass-producing the 
Cape Cod love nest and the builders of today into mass- 
producing the Western-style rambler. It stimulated the mass 
manufacture of men’s wear and it influenced women to a 
degree that no ordinary man would dare attempt. 

A generation ago, Hollywood sent women to beauty parlors 
to emulate Greta Garbo’s long bob; a half generation ago, it 
sent them in pursuit of the hair-in-the-face outlook of Ver- 
onica Lake; today it sends them after Audrey Hepburn’s 
short-cropped gamin coiffure. And during these years Holly- 
wood and Marlene Dietrich sent women into slacks—whether 
built for them or not. 

If this seems a small accomplishment, don’t forget the plum- 
colored convertible. Some years back, Mickey Rooney in a 
popular Andy Hardy feature was shown at an automobile 
dealer's selecting a car. “I'll take that plum-colored con- 
vertible.” Mickey said. Ever since automobiles have put the 
rainbow to shame. 

There are dozens of other examples but in the interest of 
time, I'd like to mention just one more aspect, and a vital one 
—the importance of the downtown and the neighborhood 
theater to the economic life of our communities. 

I don’t think you can over-emphasize the importance of the 
motion picture theater—as the center of family entertainment 
and as the magnetizing force for trade and growth. The local 
theaters have sustained neighboring merchants because they 
attract the audience out of the home. Those who come out 
for the show will stay out to shop. What's more, they'll be in 
a mood for shopping. 

The lights on the theater marquees havé kept on . . . and 
keep on... the lights of restaurants, drug stores and merchant 
outlets on Broadways and Main Streets all over the country. 
The theater sells the community and what the community has 
to sell. 

Now with all this super-selling, it’s quite true that Holly- 
wood sometimes oversells. At least some of you have told us 
so. A while back, I recall, you cigar salesmen were not so 
friendly to Hollywood. You made the air blue protesting that 
gangsters and assorted heavies did all the stogie smoking on 
the silver screen. You told us that gentlemen also smoke 
cigars! 

When our heroes appeared hatless, you hat-sellers de- 
scended on Hollywood; when our heroes appeared tie-less, 
you vendors of cravats were six deep at Sunset and Vine. And 
today, when we show the joys of the French Riviera beaches, 
we get portfolioed ambassadors from both the California and 
the Florida beachheads. 

And do you remember It Happened One Night? The execu- 
tives of America’s bus lines were delighted—the bus depots 
were swamped with customers who'd seen romance on the 
movie's bus and wanted some of the same for themselves. 

But the undershirt makers were not pleased in the least. 
Clark Gable was something of a red-blooded pioneer in that 
film. He didn’t wear an undershirt. Now this was just fine with 
Claudette Colbert, but it wasn’t just fine with B.V.D.—and 
possibly with BBD&O. Even today I would hate to confess 
that I haven’t worn an undershirt since. There might be an 
undershirt man in the house! 

Now as the Hollywood movies have created prodigious 
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demands, so have the motion pictures of Britain and France, 
of Germany and Italy, of India and Japan, of every film- 
making country. 

Each year, the films of all nations are increasingly important 
in the world market place as a stimulus for invention, produc 
tion and trade. Films are today’s bright show windows for 
the world’s crafts and products. 

Sometimes the films have been accused of stirring too many 
demands in too many places, of fostering, if not inventing, 
materialism. To my mind, there is nothing wrong with stirring 
up demands in the world—and showing that productivity can 
meet them. If Hollywood does that, aren't we surely on the 
side of the angels? 

I think so and so does that salty, articulate angel from 
Britain, Professor Dennis Brogan of Cambridge. To his own 
countrymen, he said: 

“If the movies make the British housewife demand revolu- 
tionary changes in kitchen and house-planning, I'm all for it. 
The American film shows a society full of energy, faith, in- 
dustry and hope. 

“Well,” the professor demanded, “what's wrong with that?” 

Before I turn to my next point, I'd like to summarize what 
I've said in these words: 

American mass production . . . the American assembly line 

. received its momentum and reached full speed in very 
large degree from the selling power of the Hollywood film. 

That seems to me a prodigious accomplishment. And now 
for my second point—Hollywood’s even greater role. . . its 
intangible role . . . as an agent for democracy, for the worth 
and dignity of man throughout the world. 

During the past dozen years, I've been privileged to travel 
to every continent on motion picture business. I've seen our 
movies in Damascus and Hongkong and Bombay. I've watched 
with tribesmen in the Belgian Congo who'd never seen a 
movie before. I've seen them with Bushmen sitting cross- 
legged on the floor in a thatched hut in Australia. I've seen 
them in Japan and the Philippines and, a while back, in 
Soviet Russia and the satellites. 

The films I saw in all these places were the same varied fare 
as our Own audiences find in their neighborhood theaters 
from musicals to social dramas, from epics to animated car- 
toons. Seen through the eyes of Asia, Africa, Latin America, 
these Hollywood films were somehow different—in glamor, 
in excitement, but also in another quality beyond entertain- 
ment. 

I'd like to tell you a few incidents. Shortly after the war | 
went to a screening in Warsaw given by the communist min- 
ister of labor for Stakhanovite workers, the elite of the com- 
munist labor force. An American film was shown, a rather 
innocuous romance, and it went over big. What most moved 
the audience was a scene in which the heroine met her fiance 
at a factory where he worked. Outside the factory were thou- 
sands of American workers’ cars. 

The minister of labor was deeply disturbed. “Why do you 
try to fool us?” he asked me. “What do you mean, fool you?” 
I said. “Oh, now, you know your exploited workers don’t 
have cars like that!” he said. “That’s just propaganda!” But he 
didn’t really believe it was propaganda, nor did the Stak- 
hanovites. I still remember them as the party broke up, talking 
eagerly about American workers and their cars. 

I remember another evening on a mountain-top near 
Djakarta, Indonesia, where our motion picture representative 
lives. Each Saturday night he puts up a bedsheet on his front 
lawn as a movie screen and invites the whole countryside to 
attend an American film. 

I watched the audience arrive at sundown, women walking 
up the mountains with their babies on their shoulders, workers 
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trom the local tea estates, soldiers from the nearby garrison. 
| was told that even the guerrilla fighters turned up for these 
shows, parking their guns outside along with the police. As 
long as the show lasts, a truce exists between guerrillas and 
police 

The movie that night was a rather antique but complicated 
Western, without subtitles. | doubted that the audience could 
make head or tail of it. But they cheered and responded in the 
right places and, afterward, a native priest came up to me. 

Americans believe as we do,” he told me through an inter- 
preter. “How do you mean?” | asked him. “Well,” he said, “our 
religion tells us that good men prosper and evil men don't. 
From your fine movie, we see that you Americans believe this, 
too! 

| remember other people, other places. I remember a break- 
fast with President Magsaysay, the late great leader of the 
Philippines. We'd been having difficulty negotiating currency 
exchanges with his government and my assistant observed 
that we might have to withdraw our films. “Oh, no!” the Presi- 
dent told me. “We'd have a revolution here if you stopped 
your films. And besides, my wife would never stand for it!” 

Looking back now, how does one weigh, how does one 
measure the influence of Hollywood? I would not attempt to 
analyze it in one afternoon but as I think out loud, certain 
impressions come Clear. 

Hollywood became and is today America’s master salesman 
because it sells three concepts in which we deeply believe and 
in which men everywhere devoutly wish to believe. They are: 

Hollywood sells the concept that man is an individual, not 
1 mass 

Hollywood sells the concept that mar can be and is meant 
to be free 

Hollywood sells the concept that man can remake his 
society as he wishes it to be. 

In our own country, these conc epts are respected but some- 
what dated—the date, after all, goes back to our American 
revolution! 

They have been part of our national fabric for almost two 
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centuries, so long that we scarcely notice them any more. 
Because they are common to Americans, they are also common 
to Hollywood movies. As Hollywood successfully sells Ameri- 
can production, it also successfully sells the concepts of our 
democracy—without deliberate intent, without an effort to sell 
anybody anything. 

But these ancient concepts of ours—as reflected in our 
movies—are neither ancient nor commonplace elsewhere in 
the world. In Africa, in Asia, in many parts of the globe, they 
are as exciting, novel and challenging as the Bill of Rights 
was to our ancestors back in 1789. 

And the way we shaped our American society, made ir 
provide abundance for us all, is no less exciting and novel and 
challenging elsewhere. The farmer astride a mule in North 
Africa who sees in a film a fellow farmer aboard a tractor in 
lowa is not likely to forget the experience. The communist 
peasant who saw The Grapes of Wrath remembers how even 
our dust bowl victims, when driven out of the labor camps, 
left in their own jalopies. 

In such moments as these, I believe, Hollywood has made 
a lasting impression. It has shown that man can telescope 
his traditional slow growth from feudalism to free society. 
It has shown the new nations of the world, now engaged in 
a titanic struggle for economic freedom, that there is a basis 
for hope—a basis for energy, industry and faith. And with 
my friend Professor Brogan I say: 

“What's wrong with that?” 

What's right with it we will see more clearly in the 
decades to come. After all, Hollywood has been in business for 
only two generations. In less than a single life span, its 
mission of entertainment has made the motion picture the 
most popular art of this 20th century . . . the most popular 
art in the history of man. We will be just as true to this 
mission when Hollywood's centennial anniversary comes along. 

I'd like to be around to see it myself. For I can assure you 
that in the year 2007—fifty years hence—someone will surely 
remark: “The movies are better than ever!” 

And he will be right. 


J 
Mrs. America—The Money Manager 
FAMILY SPENDING 
By HARRY A. BULLIS,. Chairman of the Board, General Mills, Inc. 


Delivered at the Women’s Forum of the Annual Meeting of the Chamber of Commerce of the United States, 
Washington, D. C., April 30, 1957 


HE AMERICAN WOMAN is the most vital force in 

our social and economic development today—and cer- 

tainly the most often discussed. The educator, the 
sociologist, churchmen of every denomination, the economist 
ind the manufacturer study her, write about her, weigh her 
attributes, measure her potentials as though she were a new 
species—or a force, newly unleashed, with potential for un- 
limited good. 

All this speculation about the modern emancipated woman 
might lead a visitor from Mars to believe that mankind 
discovered atomic fission and the power of women at about 
the same time 

But leave it to a Frenchman co be quicker. Well over a 
hundred years ago, Alexis de Tocqueville, appraising the 
singular prosperity and growing strength of democracy in 
America, wrote, “It ought mainly to be attributed to the 
superiority of their women.” 


Although I agree that the only man who really understands 
women is the one who admits he understands nothing at all 
about them, I will stick my chin out and say that I, as a 
businessman, at least have some understanding of the modern 
woman's power as the money manager. That is the result of 
statistics, not of any manifestation of superior masculine 
judgment. 

Statistics about women as money managers get quickly to 
the heart of the matter—the American home. Our national! 
food bill is about $70 billion a year. Women handle most of 
this money. We will pass quickly over the $3 billion they 
spend in beauty shops and on cosmetics and get to the 
selection of refrigerators, electric stoves, irons, toasters, dish- 
washers—all those mechanical aids to a higher standard of 
living. Women control these expenditures, too. In fact, they 
are responsible for most of the family spending in our 43 
million family units. 
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More statistics—yes. But even the ladies will tolerate 
statistics when favorable and regard them as masculine flattery 
to the seductive charms of the feminine wallet. I for one, 
and I am sure most American industrialists and economists, 
will admit that the hand that holds the family bank book 
rules our economy. 

Estimates of the spending power of women vary. The high 
estimate is 85%. But many market research authorities agree 
that women control about 60% of all personal expenditures, 
which last year totaled nearly $266 billion. Sixty per cent 
of that figure is $160 billion. 


SAVINGS AND WEALTH 


Women not only spend money. They save it, too. They 
own stocks worth about $100 billion. Half of the $110 
billion in our savings accounts is theirs, as well as half the 
$66 billion in government bonds. In addition they have $50 
billion insurance on their own lives. 

About 75% of all life insurance death benefits go to women 
—around $15 billion annually. Widows pay nearly 80% of 
inheritance taxes. 

Last year a New York Stock Exchange survey revealed the 
wealth of American women. It found that 51.6% of all 

rsons Owning shares in public corporations were women, 
and only 48.4% men. Women stockholders numbered 4,455,- 
000, a gain of 1,225,000 since 1952. In many large cor- 
porations, United States Steel for example—women con- 
siderably outnumber men as individual shareholders. 

Here’s still another way to say American women are a 
powerful financial influence—they control about 70% of 
estates, 48% of railway and utility holdings, 40% of the 
nation’s homes, 66% of mutual savings bank accounts. 

We could go on piling up golden evidence of women’s 
might as owners of private capital. But we are discussing 
here women’s power in our society as money managers. That's 
something else again. 

Actually, despite all their wealth and their ownership of 
stocks and shares, women do not aspire to industrial or cor- 
porate management. You do not hear of women trying to 
gain control of big corporations. Undoubtedly they could if 
they set their minds to it. But they seem to have other 
aspirations. 

It is a revealing comment on women as money managers 
that even in companies where the majority of the stock- 
holders are women, there are few women executives and 
fewer board members. In general, they seem to take little 
interest in the management of companies of which they are 
part owners. They are content to judge competence by divi- 
dends. 

Actually, the great money manager is Mrs. America—the 
woman who runs the American home. Through the medium 
of the family budget, Mrs. America has become the dominant 
factor in the American economic scene. It is she, not the men, 
who directly controls well over 60% of personal expenditures 
in the United States. By expressing her preferences in the 
market place, she sets standards of style and quality in many 
of our major industries. 

She is courted by manufacturers and financiers, alike. The 
first group hope to sell to her, the others have confidence in 
her dollar integrity. Mrs. America is generally rated as a 
better financial risk than her husband. Her name on a bank 
note or mortgage indicates payments are more likely to be 

made. Installment companies report that if the wife’s name 
is On the contract, the furniture or the color TV or the new 
car are far less liable to be repossessed. One of the country’s 
largest personal loan companies has stated that a married 
woman as co-signer is their best security. 
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Mrs. AMERICA IS CONSERVATIVE 


Basically, Mrs. America is conservative. Her deepest purpose 
seems to be to have and to hold, to establish and maintain 
a safe and happy home. Everything she does is directly or 
indirectly related to this basic urge, whether it concerns 
making friends, taking up causes, joining groups, or in the 
way she spends family money. Esther Foley, astute home 
service director of True Story Women's Group, has found 
there are two distinct types of homemakers. The first, she 
says, is the planner. She plans all her expenditures for years 
ahead. Generally she lives on the edge of a large community 

The other type, according to Miss Foley’s study, is the one 
who buys on impulse rather than on plan. She lives in the 
industrial parts of cities and her greatest interests seem to be 
her personal and family relationships in the community 
Advertising and what the neighbors are doing influence her 
more than a predetermined pattern of spending. 

Remember, both of these groups are money managers 
Both variations of Mrs. America are interested in everything 
new that will make a better home, raise their living standards, 
and increase the security of their families. But in the past 
five years, according to studies of the wage earner groups, 
the homemaker has developed a more critical attitude toward 
things offered her. She is developing a better sense of values 
The modern day money manager takes a second look, often 
a third, before she relaxes her grip on the bank book. 

That is all to the good. And another wholesome develop- 
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ment for our economy is that Mrs. America is showing a 
greater awareness of the fact that being in debt can bring 
trouble to the family. 

As an example of this suspicion of debt, mortgages are 
being paid off in shorter periods than required. Commonly 
mortgages to finance new homes are made for 10 to 20 
years. For GI's even longer. However, in recent years, under 
the conservative influence of young Mrs. America, the average 
life of such mortgages is down to seven and a half years. 

There is no doubt that this wiser spending and more con- 
servative control of the family money is the result largely of 
better education. The new Mrs. America is unquestionably 
better schooled, has traveled more and thought more about 
basic human and national problems than her grandmother. 
She is not afraid to be intelligent. Nor does the modern 
young Mr. America want his wife to be just a good cook 
and a slave to child raising. He wants her to look young and 
attractive and to be a good companion. More and more 
marriage is becoming a partnership of equals based on love, 
children and home, in which each related person is a respected 
member in full standing. 

I do not go along with those who speak of Mrs. America 
as though she were an isolated factor. She may be wise, 
beautiful, independent and alert. She may be the money 
manager of the family. But she is a part of the whole, an 
indispensable member of a closely knit social group, who 
influences the other members of her family. Nevertheless, 
she in turn is influenced by their prejudices and likes and 
attitudes. To speak of Mrs. America as a thing apart, as the 
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sperider of the family income as though she, alone, had that 
income to spend, is nonsense. No mister, no missus. No 
children, no family. It’s as simple as that. 


ECONOMIC IMPORTANCE OF MRS. AMERICA 


Of course, many a Mrs. America does help bring in some 
of the family income. About 30% of all married women in 
the United States take jobs outside the home, either to im- 
prove their standard of living, to guarantee better education 
to their children, or just because they find working is psycho- 
logically important to them. Whatever the reason, these 
working mothers contribute substantially to total consumer 
buying power. And furthermore, economists, expecting our 
total labor force to increase by 10 million before 1965, pre- 
dict that more than half of that increase will be women. 

Our constantly rising cost of living frequently takes the 
question of “should a married woman work or stay at home” 
out of the realm of moral debate. Often the double pay 
check is a family necessity. The National Manpower Council 
in its latest study sums it up this way—‘“The desire to 
achieve a richer life for the family, measured not only in 
physical goods and possessions but also in more education 
and better medical care, has such widespread approval that 
it provides a generally acceptable reason for married women, 
whose responsibilities at home do not absorb all of their 
time and energy, to go to work.” 

When Mrs. America does help bring home part of the 
family bacon, she often assumes considerable importance in 
the ecortiomic life of the nation. These figures from the 
Department of Labor point up that fact. The number of 
women in the classification called managers, officials, and 
proprietors, increased from about 450,000 in 1940, to 932,000 
in 1956. 

Women in the classification of professional workers grew 
from 1,157,000 in 1940 to 2,125,000 in 1956. 

Combining these classifications, we have over 3,000,000 
women who may be called “business and professional women.” 
Many of them are Mrs. America, remember. 

However, I do not think these figures about women who 
work outside the home should lead us to believe that Mrs. 
America devotes as much of her skill as a money manager 
in the office or corporation as she does in her own home. 
Generally, women do not show as much interest in handling 
great wealth as they do in the wise and profitable spending of 
their dividends. They tend to trust their brokers, brothers, 
trust officers, or corporation directors with those things. Nor 
do I think you will find many women vitally concerned with 
the operating policies of the companies for which they work 
or in which they have mcaey invested. 


CONCLUSION 

With Mrs. America at home, things are different. There 
she becomes the experienced, almost dedicated money man- 
ager, fired by love of her family, to investigate, appraise, and 
buy every new product or service that will raise her standard 
of living. It is in this role of director of the domestic budget 
that she has won such power in our modern economic system. 

Mrs. America, therefore, can be called the great determining 
factor in our dynamic free enterprise. As long as she is 
determined to keep her home standards high, to assure the 
best health and the best education for her family, to provide 
them with everything good, the economic future of this coun- 
try will be assured, and the American way of life, symbolized 
by Mrs. America, will continue to inspire the rest of the world. 

Alexis de Tocqueville's appraisal was indeed correct. 
America will always be strong because of the superiority of 
her women. 





